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The Art of Living 


By HAROLD WILLIS DODDS, President of Princeton University 
Baccalaureate address delivered at Princeton June 16, 1935. 


T is an opinion frequently expressed that the present 
era is unique in the history of the world. We are told 
that man’s inventive genius has so changed the mate- 

rial tools of life that whatever the future holds will be of 
a nature not previously known. Now it is natural, in times 
of social disturbance, to believe this, and the present is no 
different in this respect from similar periods of unrest and 
bewilderment in the past. Yet with all due allowance for 
the tendency of orators and teachers to exaggerate, it must 
be admitted, that so far as external arrangements are con- 
cerned, the age-old problems of life have taken on new and 
complicated aspects which must be courageously evaluated 
and adapted to fundamental human needs. 

‘The current economic and spiritual depression followed 
a period of rapidly expanding scientific knowledge and 
growing technological skill to which as a people we have 
not yet become adjusted. To this was added a breakdown of 
the moral fibre of nations after the Great War, and the in- 
ability of society to purge itself by means of familiar med- 
icines. In the face of such a combination of circumstances, 
millions of people have turned from the accepted values, in 
an impatient search for new principles of progress and for 
new faiths to believe in and to fight for. 

Now the striking feature of the newer faiths is their 
emphasis upon systems. For a belief in a personal devil, 
large numbers of people throughout the civilized world have 
substituted the iniquities of a social system to be removed, 
not by exorcising the ancient foe of Luther’s hymn, but by 
the more mechanistic method of introducing some ingeni- 
ously contrived system. Unable to find within themselves 
peace and harmony of spirit, troubled souls flee to new 


religions and new “isms.” Older religious faiths assigned to 


Adam’s fall the misery of the human race; today the cause 
frequently is found in some system which is made to stand 
between the perfectability of human nature and its admitted 
imperfections. It is an attractive doctrine because accomp- 
lishment seems so easy and absolute; but in reality it is 
superficial and deceptive. 

This extravagant faith in the efficacy of idealized social 
systems springs from the analogy of the physical sciences, 
which (and for this we are grateful) have brought a natural 
order into fields once the domain of superstition and magic. 
If I understand correctly the philosophy of modern science, 
whether the world is ruled by determining causes producing 
determined effects, or whether this apparent relationship is 
fundamentally no more than statistical averages reflecting 
the thoughts and passions of men, is a disputed question. But 
no such doubts have yet penetrated to those who apply un- 
reservedly to human affairs the bo: rowed concept of natural 
law. Unquestionably human relations are subject to de- 
finable tendencies, as yet too little understood, and a scientific 
understanding of them will be of great pragmatic value. 
But too often, despairing of the tedious processes of scien- 
tific discovery and spread of enlightenment as a governor to 
our irrational impulses, we seek refuge in some system which 
we fondly hope will perform the miraculous feat of lifting 
humanity by its own bootstrap. A generation ago an ardent 
single taxer could claim the social advantages for his reform 
which a fascist or communist boasts today. 

By this I do not mean to deny the influence of en- 
vironment upon a man or a society, and the social order is 
part of our environment over which we may exercise a meas- 
ure of conscious control. For this reason it deserves most 
thoughtful and objective study. Nor do I bemoan the fact 
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that, as one writer expresses it, the laws of nature, human 
institutions and the universe itself are undergoing a critical 
examination without parallel in the world’s history; for I 
believe that this signifies growth rather than decadence. Yet 
candor compels us to admit that social scientists have made 
but little progress in establishing even working hypothetical 
laws of human institutions. And the cause is not far to 
seek. It is because man is more than a creature of environ- 
ment; he is also a spirit, a personality with power both to 
create and destroy. In a true sense he is the master of his 
fate, the captain of his soul, and as such he declines to be 
cabin’d, cribb’d, confined by mechanistic powers outside. No 
matter how influenced by inheritance and environment its 
conduct may be, the healthy mind still views itself as ac- 
countable for the acts it wills, and exacts a similar account- 
ability from others. Beyond the realm of the relatively 
stable factors of human nature and its environment, lies the 
realm of the non-predictable personality. 


For this reason, while it is always more comforting to 
discuss external arrangements than to search our own souls, 
as one prefers to discuss excuses rather than responsibility 
for his shortcomings, this morning of all occasions is the 
time to talk just about ourselves. It is proper and natural 
that today each member of the graduating class should be 
thinking of himself and his future, to the exclusion of all 
other matters. And although the frame and content of each 
one’s hopes vary from those of his neighbors, a question com- 
mon and appropriate to all is: What is for me the good life 
and how can I find and pursue it? 

In this quest no scientific formula can be summoned to 
provide an answer. As some one has truly said, science may 
abolish disease but it cannot tell us what to do with health. 
It may abolish poverty but it cannot tell us how to use the 
wealth or leisure which invention and technology afford. 
The answer pertains to the arts, rather than the sciences, 
for it is that most difficult of arts, the art of living, which 
we consciously or unconsciously seek to fit ourselves to 
follow. 

The best practical method of attack that I can suggest 
is to take a long look ahead and decide today the sort of per- 
son you want to be in middle life and in old age. If you 
reply that it is too early to consider this question, that you 
are young and the present engages all your attention, I 
would remind you that old age begins in the embryo and 
that men in college are considerably beyond the embryonic 
stage. 

Twenty years from today, men now in college will be en- 
tering middle age, a period at which they should be enjoying 
life in fullest vigor. Yet this is the period which psychol- 
ogists and moralists tell us is the dangerous age. It is an 
interesting fact that business suceess has little to do with 
the mental condition in which one then finds himself. The 
tragedy, reported both by physicians and preachers, is the 
number of people, irrespective of material comfort, who 
come to dead center in middle life. It is then that one 
knows for the first time how much of his life-long ambition 
is going to be realized and how self-satisfying that ambition 
has been. Until then, one can always assume, despite post- 
poned successes, that some day his real self will sooner or 
later be realized. 

But at middle age one must face the fact that his 
worldly destiny is fixed in large measure, and from the con- 
sciousness of this hard truth may ensue a grave interior crisis 


if the standards of the past have been senseless or empty. 
A practising psychiatrist declares that this feeling of being 
“stuck” is the general neurosis of the present epoch. It is 
at middle life that the shallow resources of the daily routine 
are apt to become exhausted and the true meaning of life lost, 
unless deeper resources of consciousness come to the rescue. 

The years in college are the crucial opportunity for im- 
planting within one, resources and interests which make 
one’s whole life agreeable and pleasing to one’s self, which 
alone sustains that needful inward peace and harmonious ad- 
justment to the world outside. To be a particle in a mass 
has no enduring meaning for the individual, and one who 
has lost the meaning of his life is bound to be unhappy if 
not positively ill. 

In planning our lives it is important to recognize the 
deceitfulness of any doctrine of cheap and quick success or 
of accomplishment that rests upon personal aggrandizement. 
Even those maligned individuals the politicians, need a higher 
motive to sustain them. All history teaches that struggle for 
power and influence divorced from unselfish ends is self- 
destructive and in the end unsatisfying. So at the risk of 
becoming platitudinous, | make a plea for the old-fashioned 
virtues. In the history of the race these virtues have shown 
strong survival power. It is not knowledge divorced from 
virtue, but knowledge joined to virtue which holds society 
together. 

The devastation of the World War and its catastrophic 
aftermath have been interpreted by some as revealing the 
emptiness of accepted values and the need for newly fabricated 
loyalties if one is to be modern and free. But every man 
needs something to live by and to live for, and those who 
have jettisoned received standards perforce turn to strange 
gods most astonishingly bizarre and fanciful. No sensible 
person expects to find life a continuous bull market in which 
one can always buy cheap and sell dear, and it is reasonable 
to assume that cycles of moral depression represent rather a 
lapse from accepted standards and eternal values than a 
negation of them. When received virtues are thrown out the 
window, vulgarity takes possession of the room. ‘There- 
fore, educated individuals should not be ashamed to fight 
against the vulgarizing tendencies now loose in the world to 
a greater extent than heretofore in the memory of any living 
man. What is gained by banishing illiteracy, if ability to 
read is exhausted in the colored accounts of scandalous mur- 
der trials or the sexual aberrations of the pulp magazines? 

The great lesson of a liberal education is that there are 
no short-cuts to culture, and a college career should be an 
open door to rich life experiences rather than a tool to ma- 
terial advancement or business success. If you measure the 
worth of a Princeton diploma at its cash value it were better 
for you that you had not come to college for the time and 
money invested would have fulfilled its purpose more satis- 
factorily in other ways. 

A tendency of modern life, with its mass production 
and improved communications, is to transform a man into a 
number and a type. The proper function of religion, art, 
literature and science is to counteract this influence, to raise 
the individual above popular commonplaces and stereotyped 
opinions. ‘The ideal of education is therefore aristocratic 
rather than levelling. It is only by keeping alive one’s in- 
terests in things of the intellect and the spirit, that one can 
maintain the flame of self-realization and self-respect in a 
society, whose level of economic life depends upon such a 
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large measure of regimentation on the physical side. In the 
look ahead which today I urge you to take, be sure, there- 
fore, to find a place for intellectual and cultural interests 
outside your daily occupation. It is necessary that you do 
so, if this business of living is not to turn to dust and ashes 
in your mouth. 

And finally in your plans for a full life, do not over- 
look the claims of religion as the explanation of an other- 
wise unintelligible world. Here again the preachers and the 
psychologists unite in affirming the practical utility of relig- 
ion as a means to a normal adjustment of the individual to 
the world about him. But the spiritual viewpoint cannot be 
reduced to a quid pro quo or made a matter of pragmatic ad- 
vantage to be attained through a process of deliberate self- 
deception. ‘The spiritual viewpoint is a reasonable and sens- 
ible explanation of what otherwise must remain inexplicable. 
For more than two thousand years it has been the general 
assumption of European civilization that man has a soul and 
that the supreme business of life is to nourish and develop 
the soul. “I do nothing,” said Socrates, in his immortal last 
defense, “but go about persuading you all, both young and 
old, not to care about the body or money, but to care first 
and foremost about the soul and how it can be made most 
This doctrine, revolutionary for its time, developed 
and refined in the teachings of Christ, has so possessed the 
Western world that to the average man it seems self-evident. 
Yet today, as always, its acceptance remains an act of faith. 
Whether man is merely a thinking organism or whether he 
is an embodied soul, cannot be proved by the objective 
methods of the natural sciences. But thoughtful persons 
have moved away from the dogmatic scientific materialism of 
the Nineteenth Century, and no longer can they be satisfied 
with a philosophy which postulates a blind, impersonal force 
inferior to ourselves, as the cause and author of our being. 
We sometimes hear of the consolations of religion, and no 
doubt a religious faith has saved many a man from complete 
frustration and even insanity itself. But religion is more 
than a consolation, for it brings a man, who knows that he 
did not create himself, into harmony with the will and pur- 
pose of his Creator. 


” 
yood. 


Gentlemen of the Class of 1935: 


If from four years in college you have learned something 
of the discipline and the enduring pleasures of literature, art 
and science, if from association with your fellows in athletics 








and extra-curricular activities you have gained greater abil- 
ity to live and work with people, and if from the beauty of 
this Chapel and its services, you have retained and developed 
those spiritual values basic to human existence, your college 
course has been well spent, and you can challenge middle 
life and old age with quiet confidence. 

You face an intricate and insecure world, which sud- 
denly has become so baffling as to cause some to despair that 
it can ever be mastered. But life in all ages has appeared to 
the people of the age as baffling and insecure. True, these 
attributes today have assumed new forms, but there is no 
reason to doubt that our modern world can be resolved if 
we summon intelligence and patience to assist us. 

It is not the fast tempo of modern life that kills. If 
you keep alive your creative instincts there is no limit to the 
speed at which you can move. It is boredom, a lack of 
strong interests and failure to grow, that destroys. It is the 
feeling that nothing is worth while, that makes men ill and 
unhappy. 

As self-conscious individuals you will meet the problems 
you cannot evade and troublesome decisions you will have to 
make. This is the burden that civilization places upon you, 
and you cannot evade it and preserve your self-respect. You 
have arrived at your majority at a time when it is easy to 
be pessimistic, to feel that fate plays crooked dice loaded 
against you. But it is the wail of the defeatist which cries 
that young men face a future of diminishing opportunities. 
Civilization may be temporarily embarrassed but she is not 
spiritually bankrupt. The world is still rich in resources and 
possibilities of higher standards of living, a more general 
diffusion of culture and well being, and a fuller realization 
of human values. Americans do not stand at the bleak end 
of a broken trail. 

As responsibilities crowd upon you, (as I trust they will, 
for no man can lead the good life who fears to accept re- 
sponsibilities) I hope that you will strive to retain the fresh- 
ness of spirit and curiosity about cosmic things that is the 
particular possession of youth. The Greeks, we are told, 
were creative because they were young-minded. “ ‘A Solon!’ 
said the old Egyptian priest to his Greek visitor, ‘you Greeks 
are always children; there is not an old man among you. 
You are all young in your soul.’ ” 

That is the spirit that has built all great civilizations. 
May you not depart from it. In this pursuit the affection 
and benediction of this University go with you. May the 
blessing of God attend you also. 


Phi Beta Kappa Address at Harvard 


By WALTER LIPPMANN 
Delivered June 21, 1935, at Cambridge, Mass. 


ERE in this university there is performed the 
H miracle which distinguishes civilized man from all 

the other animals. He can transmit from one gen- 
eration to another the knowledge which he discovers, the 
skill which he acquires, the wisdom which he perceives. But 
though man has the faculty of tradition, it is an uncertain 
one. Oftener than not he has been unable to absorb and 
to transmit the vital essence of his tradition. Then he has 
fallen into dark ages, when he has lost his inheritance, into 


dull ages when he is uninterested in it, and into ages of 
bewilderment when he cries out for it and cannot find it. 
So the history of‘man is heavy with the tragedy of his 
unrealized possibilities. For had he been able to transmit 
the human heritage unimpaired in its full vitality from an- 
cient times to the present day, so that no skill was lost and 
none of the lessons of experience forgotten, the compounded 
wisdom of mankind would have produced a civilization so 
splendid as to surpass our ability to imagine it. 
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But again and again the tradition of the good life has 
become dim and has been interrupted, and then it has had 
laboriously to be rediscovered and realized and learned once 
more. 

We live in an age when men are dismayed because they 
feel that they have lost the tradition of the good life. They 
are acutely aware of the unrealized possibilities of human 
societies. The intellectual life of the western world is dis- 
tracted, its spirit is impaired, by the paradoxes of poverty 
when there is plenty, of science triumphant in political dis- 
order, of consciences become sensitive to human dignity in 
the midst of a reversion to the primitive. To these para- 
doxes men cannot become resigned. They can accept a fate 
which it is beyond their power to avert. They can endure 
pain and hardship and natural calamity. But they will 
not resign themselves to a failure which originates—so they 
must believe—in their own behavior and could be remedied 
by intelligence and courage and good will. 

A civilization tormented by these paradoxes is sick, like 
the Roman world of which Lucretius said that it had a 
malady of which its masters did not know the cause. For 
us the point at which the malady is most ominous is when 
young men come asking us what tradition we possess by 
which they can confront this contradictory world. The 
older generation who sit in the seats of authority, and in 
the nature of things determine the answer, do not have an 
answer. They do not know what to say when they are asked 
what ideas they possess which offer the new generation valid 
purposes and noble duties. "They are embarrassed at the 
question. ‘Though they love their country and believe in 
it, they cannot put into words, because they do not have 
it in their minds, a conception of the American common- 
wealth in which the young men can find direction and mean- 
ing for their lives. 

Thus we are unable to transmit from our generation 
to the next a credible and coherent tradition. This is our 
danger. The nation is secure against conquest. Its re- 
sources are ample. Its people are energetic and cheerful 
and brave. But those who determine what schools and col- 
leges and the press shall transmit as the American tradition 
do not know what to tell the young men. There is a 
breach, which is threatening and sinister, between the energy 
of youth and the experience of age. 

This new generation, to whom we can offer skill rather 
than wisdom, and specialized knowledge without philosophy, 
is cheated and feels it is cheated if we do not know how to 
offer it a part in some great enterprise. For these men are 
young and they are not yet tired and they do not yet prefer 
comfort and security above all other things. They have 
courage unspoiled by the commitments of maturity and they 
have not lived until they have known a duty that tran- 
scends personal ambition. They must believe that they are 
needed. They must enter into an idea that will inform and 
transfigure their private worlds. 

But they cannot find this idea in the teachings and the 
warnings of those who sit in the seats of authority. Some, 
therefore, have sought it, and believe they have found it, in 
the revolutionary fervors and alien faiths of central and 
eastern Europe. Others, and they are the great majority, 
go out into the world without political convictions. The 
consequences are ominous. For they mean that those who 
will rule the American commonwealth tomorrow are spirit- 
ually isolated from those who rule it today. The fathers 


do not know what their sons will do with the estate and 
so they cannot act in the present with the conviction of 
permanence. The sons cannot prepare for the future with 
the enthusiasm of loyalty. The circuits of tradition, by 
which purposes are transmitted from one generation to an- 
other, are seriously interrupted. 


This is the condition, which has preceded so many of 
the tragedies of history, when the successful and the domi- 
nant live for the moment, defensively, dreading the future 
and not daring to engage it, irresolute because they have 
lost purpose and intention and the conviction of a great 
destiny. When this happens, wisdom acquired through many 
ages is blown about by all the winds of doctrine; then the 
government of the commonwealth is not in the hands of 
confident men. 


The articulate belief of the industrial and financial lead- 
ers of America is the doctrine of laissez-faire. Though they 
recognize that government has certain duties to perform, that 
it must defend the frontiers against aggression and domestic 
peace against violence, that it must provide social services, 
such as education, that it must regulate many abuses, they 
hold that it has no function to perform in governing the 
national economy as a whole, either to maintain it in a work- 
ing equilibrium or to see to it that its products are well 
distributed. They insist that the vital balance is auto- 
matically self-regulating and that deliberate policy in re- 
gard to it is meddlesome, expensive, and subversive. 


On the major issues of the modern world they believe 
in an ideal of masterly inactivity. This is the ideal they 
would have the schools and colleges profess. To the young 
men asking how they can serve their country—how they can 
mitigate booms and depressions, maintain a healthy relation 
between agriculture and industry, conserve and develop the 
natural resources, prevent the congestion of population and 
the concentration of wealth and power, the orthodox an- 
swer must be that these matters are not the concern of the 
state and that the only sound policy is to have no policy. 


It is perfectly true that this tradition has an honorable 
history. It has served the country well for more than a 
hundred years. How is it, then, that this conception of the 
commonwealth has lost its authority? It has lost it, I be- 
lieve, because those who preach this gospel do not practice it. 
It is no longer the rule of our own conduct. They argue 
zealously that the economy is automatically self-regulating 
—that the free play of supply and demand will regulate 
the production and distribution of wealth more efficiently 
than conscious and concerted management and administra- 
tion. But they do not in fact apply this principle. Those 
who are most insistent upon the ideal of laissez-faire are 
the very men who by means of tariffs and combinations have 
organized the industrial life of the country into corporate 
systems subject to highly centralized control. In their ar- 
ticulate thinking they are free traders. In their actual prac- 
tice they suspend the free play of supply and demand and 
substitute for it, whenever it is practicable to do so, the 
conscious management of production and the administrative 
determination of prices and wages. Not only that, but put 
to the acid test in the crisis which began in 1929, the party 
with which they are most in sympathy abandoned the whole 
ideal of laissez-faire and organized what President Hoover 
described as “the most gigantic program of economic defense 
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and counter-attack ever evolved in the history of the Re- 
public.” 

Is it astonishing that a doctrine which is not practiced 
should lack vitality and authority? Sermons on the danger 
of interfering with economic laws are somehow unimpres- 
sive when they are preached by men who in their own mar- 
kets have suspended those laws. It is intellectually confusing 
to live in an age when the dominant tradition is so deeply 
at variance with the dominant practice. Yet if the incon- 
sistency were merely theoretical, it might not greatly matter: 
nations get along very well in spite of many logical contra- 
dictions in their thinking. But this inconsistency has great 
practical consequences. For when the automatism of com- 
petition is suspended by big business, the automatism of the 
rest of the economy is radically impaired. 


A social order flexibly competitive in all its parts, as 
the free traders of the nineteenth century imagined it, is 
theoretically conceivable and might be very attractive. It 
is an ideal which a modern state might consciously pursue 
using all its powers against monopoly of any kind. But 
an economy which is automatic and flexible in some of its 
parts, managed and inflexible in others, can be self-regulat- 
ing only by subjecting its unorganized parts to an intolerable 
strain. 

The doctrine of laissez-faire is open to the devastating 
criticism that it is preached by men who wish other men to 
From such logical, moral, and practical con- 
fusion it is impossible to derive a noble tradition which will 
engage the enthusiasm of young men. They have perceived 
the humiliating paradoxes of our time. They have seen the 
glut of food while there is hunger in the land, homeless 
men and untenanted houses, idle men, and unused machinery 
and stagnant money and desperate debtors, and when they 
ask those who speak with authority: What shall we do? 
they are told that in substance there is nothing to do. These 
things are beyond human control and the only wisdom is 
They are not even told to go West and start 
a new life. They are told to sit and wait, like Chinese 
coolies in a famine, until, for some mysterious reason, the 
warm blood of confidence rises once more in the veins of 
bank directors and corporation executives. 

This is not a doctrine to inspire young men, espe- 
cially American young men, the sons of pioneers and of 
immigrants and of those who dared to undertake great enter- 
prises and to settle a continent. If you wish to know why 
the young men are tempted by Communism, by Fascism, by 
almost anything which is emphatic and bold and positive, 
this is the reason: those who sit in the seats of authority 
are preaching a gospel of frustration. If you wish to know 
why in spite of all our schools and colleges, the level of 
competence in public life is low, this is the reason: we are 
not training men to govern; we are teaching them to believe 
that in great matters it is unnecessary to govern. If you 
wish to know why the political sciences are not a true disci- 
pline for the future guardians of our civilization, but are a 
haphazard collection of disconnected specialties, this is the 
reason: it is disreputable to hold and to declare a positive 
and coherent conception of the function of the state in a 
modern economy. 

The basic question is not whether we should have state 
socialism, regimentation, inflation or a flexible and competi- 
It is whether we can have any coherent and 


practice it. 


resignation. 


tive economy. 





working economy by having no conscious policy, allowing 
those who are strong to escape automatism in their own 
efforts and to subject others to its intensified consequences. 
The truth is that in the modern state even a policy of laissez- 
faire would have to be deliberately administered, the free 
play of supply and demand would have to be deliberately 
maintained. ‘This would be my own deepest preference. 
I would rather have economic liberty than centralized direc- 
tion and command. But if we are to have economic liberty 
we must accept the ancient truth that liberty is not the nat- 
ural state of man, but the achievement of an organized so- 
ciety. Liberty is a right which only vigilant and wise gov- 
ernment can provide. It is the artificial product of civilized 
effort and is lost almost instantly when the primitive pas- 
sions of men are unleashed. 


The association between liberty and the absence of pur- 
pose in government is merely a temporary coincidence due 
to the fact that in the nineteenth century the English-speak- 
ing peoples had an open frontier in America and a head 
start in the export of manufactures from England. The co- 
incidence will not be repeated in this century. We have to 
govern the great interests of the commonwealth or we perish. 
We have to govern them or we lose our liberties. We have 
to teach young men to govern them or we shall not teach 
the young men their inescapable duty. But we cannot be- 
gin until we have said farewell to the assumption that 
Utopia is in the old American frontier and in the Lanca- 
shire of Cobden. We cannot begin until we have renounced 
the illusion that in a world of highly organized national 
states with gigantic corporate organizations within those 
states the vital interests of the whole economy will be auto- 
matically self-regulating. We shall be utterly confused, 
we shall mumble and fumble when the young men examine 
us, we shall be defensive and impotent and without moral 
authority until we reconcile our philosophy with our practice. 

The issue of automatism as against government is obso- 
lete. The real issue is not whether the major interests of 
the commonwealth shall be matters of conscious policy. It 
is what the policy shall be and by what means it shall be 
applied. I am not pleading that we should indoctrinate 
young men with a belief that all social arrangements shall 
be planned and directed by highly centralized government. 
Far from it. On that question I shall be in the ranks with 
those who think no government is wise enough or good 
enough to be trusted with so much power, with those who 
will fight as best they can for the utmost that is possible 
in decentralization and in voluntary agreement. But it is 
precisely because this great issue of the omnivorous state 
confronts us that it is so urgent to rid ourselves of the fic- 
titious and distracting issues raised by the automatists with 
their program of know-nothing and do-nothing. 

For I hold that the transition from automatism to the 
deliberate government of the main elements of the modern 
economy is already so far advanced that it is impossible to 
retrace our steps. But I hold also that a historic transition 
of this kind can be effected safely only if those who have the 
experience to appreciate its difficulties participate sincerely 
in guiding the people. Does not the history of America 
and of Britain since the revolutionary period of the eight- 
eenth century teach us that radical transitions in a nation’s 
life are best carried through by conservative men? 

If we are not to be swallowed by an imperious state 











July 1, 1935] 


Vital Speeches of the Day 





623 





socialism in some one of its many possible forms, then we 
have to govern successfully this capitalist democracy. Un- 
governed, it will not drift through stormy seas into safe 
harbors. Those who say that it cannot be governed without 
sacrificing personal liberties to the authority of the state 
are in effect saying that our civilization is doomed. I do 
not believe them. They have never given the problem their 
undivided attention. They cannot see the way because they 
have not the will. They are like the men who once thought 
it sacrilegious to examine the constitution of the unverse. 
Like those men they are able to learn little about the con- 
stitution of the universe. For the progress of scientific 
knowledge was the work of men who have believed that it 
was noble to seek for truth and possible to find it. 


So it is with those who believe in the fatalism of human 
affairs and the impossibility of human intervention. It is 
imperative that we find a true balance between liberty and 
authority in the modern state. The fatalists do not find 
it today because they are not looking for it. They are 
afraid to look. They think it disreputable to look. They 
would like nobody to look. The only result of this ob- 
scurantism is to inhibit the minds of men from seizing and 
working upon a problem which historic necessity compels 
them to face. 


We must answer the question that young men put to 
us. We must tell them that they will have to manage the 
social order. We must call them to the study, not warn 
them away from it, of how to achieve the healthy balance of 
a well ordered commonwealth. We must call them to the 
task of preserving the integrity of our civilization as against 
proletarianism and plutocracy and the fatal diseases of con- 
centrated power and concentrated wealth. We must call 
them to the defense of freedom, now imperiled throughout 
the world by showing them not only its value but the method 
of its defense. We must dedicate them by rededicating our- 
selves to the promise of American life which is that men 
can govern a state in order to enlarge and to preserve the 
rights of men. 

Let us not rebuff them and thwart them and deny them 
by telling them please to be good enough to do nothing. 
Let us rather tell them the truth, that our civilization is in 
peril and that they have a great duty, a duty comparable 
in its grandeur with that of any generation that ever en- 
tered the arena of events. For theirs is the duty in an age 
when darkness is again setting in elsewhere, and the bar- 
barians are again at the gates, to make invincible on this 
continent a commonwealth that invites the soul of men. 


Message to Congress on ‘Taxation 


By PRESIDENT FRANKLIN D. ROOSEVELT, June 19, 1935 


year draws to its close it becomes our duty to con- 

sider the broad question of tax methods and poli- 
cies. I wish to acknowledge the timely efforts of the Con- 
gress to lay the basis through its committees for administra- 
tive improvements, by careful study of the revenue systems 
of our own and of other countries. These studies have made 
it very clear that we need to simplify and clarify our revenue 
laws. 

The Joint Legislative Committee, established by the 
Revenue Act of 1926, has been particularly helpful to the 
Treasury Department. The members of that committee 
have generously consulted with administrative officials, not 
only on broad questions of policy but on important and diffi- 
cult tax cases. 

On the basis of these studies and of other studies con- 
ducted by officials of the Treasury, I am able to make a num- 
ber of suggestions of important changes in our policy of 
taxation. These are based on the broad principle that if a 
government is to be prudent its taxes must produce ample 
revenues without discouraging enterprise; and if it is to be 
just it must distribute the burden of taxes equitably. 

I do not believe that our present system of taxation 
completely meets this test. Our revenue laws have operated 
in many ways to the unfair advantage of the few, and they 
have done little to prevent an unjust concentration of wealth 
and economic power. 

With the enactment of the income tax law of 1913 
the Federal Government began to apply effectively the widely 
accepted principle that taxes should be levied in proportion 
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to ability to pay and in proportion to the benefits received. 
Income was wisely chosen as the measure of benefits and of 
ability to pay. This was and still is a wholesome guide for 
national policy. It should be retained as the governing 
principle of federal taxation. 

The use of other forms of taxes is often justifiable, 
particularly for temporary periods; but taxation according 
to income is the most effective instrument yet devised to 
obtain just contribution from those best able to bear it and 
to avoid placing onerous burdens upon the mass of our 
people. 

The movement toward progressive taxation of wealth 
and of income has accompanied the growing diversification 
and interrelation of effort which marks our industrial so- 
ciety. Wealth in the modern world does not come merely 
from individual effort; it results from a combination of 
individual effort and of the manifold uses to which the com- 
munity puts that effort. The individual does not create the 
product of his industry with his own hands; he utilizes the 
many processes and forces of mass production to meet the de- 
mands of a national and international market. 

Therefore, in spite of the great importance in our na- 
tional life of the efforts and ingenuity of unusual individ- 
uals, the people in the mass have inevitably helped to make 
large fortunes possible. Without mass cooperation, great 
accumulations of wealth would be impossible save by un- 
healthy speculation. As Andrew Carnegie put it, “Where 
wealth accrues honorably, the people are always silent 
partners.” 

Whether it be wealth achieved through the cooperation 
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of the entire community or riches gained by speculation— 
in either case the ownership of such wealth or riches repre- 
sents a great public interest and a great ability to pay. 

My first proposal, in line with this broad policy, has 
to do with inheritances and gifts. The transmission from 
generation to generation of vast fortunes by will, inheritance, 
or gift is not consistent with the ideals and sentiments of the 
American people. 

The desire to provide security for one’s self and one’s 
family is natural and wholesome, but it is adequately served 
by a reasonable inheritance. Great accumulations of wealth 
cannot be justified on the basis of personal and family se- 
curity. In the last analysis such accumulations amount to 
the perpetuation of great and undesirable concentration of 
control in a relatively few individuals over the employment 
and welfare of many, many others. 


Such inherited economic power is as inconsistent with - 


the ideals of this generation as inherited political power was 
inconsistent with the ideals of the generation which estab- 
lished our government. 

Creative enterprise is not stimulated by vast inheri- 
tances. ‘They bless neither those who bequeath nor those 
who receive. As long ago as 1907, in a message to Con- 
gress, President Theodore Roosevelt urged this wise social 
policy: 

“A heavy progressive tax upon a very large fortune is 
in no way such a tax upon thrift or industry as a like tax 
would be on a small fortune. No advantage comes either 
to the country as a whole or to the individuals inheriting 
the money by permitting the transmission in their entirety 
of the enormous fortunes which would be affected by such 
a tax; and as an incident to its function of revenue raising, 
such a tax would help to preserve a mzasurable equality of 
opportunity for the people of the generations growing to 
manhood.” 

A tax upon inherited economic power is a tax upon 
static wealth, not upon that dynamic wealth which makes 
for the healthy diffusion of economic good. 

Those who argue for the benefits secured to society by 
great fortunes invested in great businesses should note that 
such a tax does not affect the essential benefits that remain 
after the death of the creator of such a business. 

The mechanism of production that he created remains. 
The benefits of corporate organization remain. The advan- 
tage of pooling many investments in one enterprise remains. 
Governmental privileges such as patents remain. All that is 
gone is the initiative, energy and genius of the creator—and 
death has taken these away. 

I recommend, therefore, that in addition to the present 
estate taxes, there should be levied an inheritance, succes- 
sion and legacy tax in respect to all very large amounts re- 
ceived by any one legatee or beneficiary; and to prevent, so 
far as possible, evasions of this tax, I recommend further 
the imposition of gift taxes suited to this end. 

Because of the basis on which this proposed tax is to 
be levied and also because of the very sound policy of en- 
couraging a wider distribution of wealth, I strongly urge 
that the proceeds of this tax should be specifically segregated 
and applied, as they accrue, to the reduction of the national 
debt. By so doing, we shall progressively lighten the tax 
burden of the average tax-payer, and, incidentally, assist 
in our approach to a balanced budget. 

The disturbing effects upon our national life that come 











from great inheritances of wealth and power can in the fu- 

ture be reduced, not only through the method I have just 
described, but through a definite increase in the taxes now 
levied upon very great individual net incomes. 

To illustrate: The application of the principle of a 
graduated tax now stops at $1,000,000 of annual income. 
In other words, while the rate for a man with a $6,000 
income is double the rate for one with a $4,000 income, 
a man having a $5,000,000 annual income pays at the same 
rate as one whose income is $1,000,000. 


Social unrest and a deepening sense of unfairness are 
dangers to our national life which we must minimize by 
rigorous methods. People know that vast personal incomes 
come not only through the effort or ability or luck of those 
who receive them, but also because of the opportunities for 
advantage which government itself contributes. Therefore 
the duty rests upon the government to restrict such incomes 
by very high taxes. 

In the modern world scientific invention and mass pro- 
duction have brought many things within the reach of the 
average man which in an earlier age were available to few. 
With large-scale enterprise has come the great corporation 
drawing its resources from widely diversified activities and 
from a numerous group of investors. The community has 
profited in those cases in which large-scale production has 
resulted in substantial economies and lower prices. 

The advantages and the protections conferred upon 
corporations by government increase in value as the size of 
the corporation increases. Some of these advantages are 
granted by the State which conferred a charter upon the 
corporation, others are granted by States which, as a matter 
of grace, allow the corporation to do local business within 
their borders. 


But perhaps the most important advantages, such as 
the carrying on of business between two or more States, are 
derived through the Federal Government—great corpora- 
tions are protected in a considerable measure from the tax- 
ing power and the regulatory power of the States by vir- 
tue of the interstate character of their businesses. As the 
profit to such a corporation increases, so the value of its 
advantages and protections increase. 

Furthermore, the drain of a depression upon the re- 
serves of business puts a disproportionate strain upon the 
modestly capitalized small enterprise. Without such small 
enterprises our competitive economic society would cease. 
Size begets monopoly. 

Moreover, in the aggregate these little businesses fur- 
nish the indispensable local basis for those nation-wide mar- 
kets which alone can insure the success of our mass produc- 
tion industries. Today our smaller corporations are fight- 
ing not only for their own local well-being, but for that fairly 
distributed national prosperity which makes large-scale en- 
terprise possible. 

It seems onlywequitable, therefore, to adjust our tax 
system in accordance with economic capacity, advantage and 
fact. The smaller corporations should not carry burdens 
beyond their powers; the vast concentrations of capital 
should be ready to carry burdens commensurate with their 
powers and their advantages. 

We have established the principle of graduated taxation 
in respect to personal incomes, gifts and estates. We should 
apply the same principle to corporations. Today the smallest 
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corporation pays the same rate on its net profits as the cor- 
poration which is a thousand times its size. 

I, therefore, recommend the substitution of a corpora- 
tion income tax graduated according to the size of corpora- 
tion income in place of the present uniform corporation in- 
come tax of 1334 per cent. The rate for smaller corpora- 


tions might well be reduced to 1034 per cent, and the rates 


graduated upward to a rate of 1634 per cent on net income 
in the case of the largest corporations, with such classifica- 
tions of business enterprises as the public interest may sug- 
gest to the Congress. 

Provision should, of course, be made to prevent evasion 
of such graduated tax on corporate incomes through the de- 
vice of numerous subsidiaries or affiliates, each of which 
might technically qualify as a small concern even though all 
were in fact operated as a single organization. The most 
effective method of preventing such evasions would be a tax 
on dividends received by corporations. Bona fide investment 
trusts that submit to public regulation and perform the func- 
tion of permitting small investors to obtain the benefit of 
diversification of risk may well be exempted from this tax. 

In addition to these three specific recommendations of 
changes in our national tax policies, 1 commend to your 


study and consideration a number of others. Ultimately, 
we should seek through taxation the simplification of our 
corporate structures through the elimination of unnecessary 
holding companies in all lines of business. We should like- 
wise discourage unwieldy and unnecessary corporate sur- 
pluses. These complicated and difficult questions cannot ade- 
quately be debated in the time remaining in the present ses- 
sion of this Congress. 

I renew, however, at this time, the recommendations 
made by my predecessors for the submission and ratification 
of a constitutional amendment whereby the Federal Govern- 
ment will be permitted to tax the income on subsequently 
issued State and local securities and likewise for the taxation 
by State and local governments of future issues of Federal 
securities, 

In my Budget Message of January 7 I recommended 
that the Congress extend the miscellaneous Internal Revenue 
taxes which are about to expire, and also to maintain the 
current rates of those taxes which, under the present law, 
would be reduced. I said then that I considered such taxes 
necessary to the financing of the budget for 1936. I am 
grateful that the Congress is taking action on this recommen- 
dation. 


Adequacy of Our Constitution to 
Meet Present Day Problems 


By WILLIAM J. DONOVAN, Lawyer and Soldier 
Delivered before the Toledo, Ohio, Bar Association and the Chamber of Commerce, June 12, 1935 


questions of (1) whether our governmental system 
is able to deal effectively with national industrial 
problems, and (2) whether, if not, our present form of gov- 
ernment should be changed. One decision in particular 
sharpens those questions. That decision concerned the Na- 
tional Industrial Recovery Act. This act as administered em- 
bodied a program and a policy which implied the centralized 
control of our entire industrial system under the Federal su- 
pervision. In the Schechter case, the Court held that the 
code of fair competition for the poultry industry, binding on 
members of that industry regardless of their consent, was 
a violation of the Constitution. And for these reasons :— 
(1) That Congress could not delegate to the President 
its legislative power ; 

(2) That the Federal Government had no power to 

regulate business solely within the confines of the state. 


R ves decisions of the Supreme Court raise the 


The first objection could be met by Congress setting up 
legislative standards which the President would be obliged 
to follow. 

However, the second objection, involving the encroach- 
ment of the Federal Government upon the rights of the 
state, is fundamental. The Court stated the objection suc- 
cinctly in the following words: 

“It is not the province of the Court to consider the 
economic advantages or disadvantages of such a central- 
ized system. It is sufficient to say that the Federal Con- 
stitution does not provide for it.” 


That decision deprives the Federal Government of no 
established power, clothes the states with no new power, 
and places no novel or unique construction on the Con- 
stitution. It merely re-affirms the fundamental basis of 
our government. 


In undertaking to solve our modern problems that basis 
must be kept in mind. Keeping it in mind will enable us to 
determine whether our Constitution is resilient enough to 
meet our present problems. What we wish to do with the 
Constitution depends upon what kind of government we 
wish to have. 


As our basic law stands today, neither Congress nor 
the states has the power to control prices at which goods 
shall be sold nor the wages which shall be paid. If we 
want the Federal government to regulate business in a 
minute manner the Constitution must be amended. 

To amend the Constitution in such a manner means 
an entire change in our theory and operation of govern- 
ment. However, if our purpose is merely to remove those 
practices which are unfair, or that hamper industry, then, in 
my opinion, the Constitution does not stand in the way of 
effective legislation. 

A decision must be made between these two alterna- 
tives. Before that decision is reached, there will be dis- 
pute and controversy. In the meantime, business must go 
on. But the business man is uncertain. Uncertain as to 
what he may do in the present circumstances; uncertain 
as to what may happen to him if he should try honestly to 
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cooperate in self-regulation. He fears the limitations as well 
as the prohibitions of the law. By those who advocate the 
speedy and short-cut method of centralized control, he is 
told that in our highly industrialized nation self-regulation 
is impossible and that there must be governmental interven- 
tion. By those who assert that industry should be unre- 
strained and free from any disciplinary action by the govern- 
ment, he is told that industry could well regulate itself were 
it not for the fact that the Sherman Law and other anti-trust 
statutes make this impossible. This .tter view is held by 
many lawyers and most business men. I think it is a mis- 
taken view. 

The Sherman Law, as stated by Chief Justice Taft, 
is one of the most important statutes ever passed in this 
country. Its underlying principle is to protect the indi- 
vidual from the evils of monopoly. It is based upon the 
idea of equal opportunity and freedom from governmental 
This American system is in direct contrast to the 
European. ‘The continental theory is that industrial com- 
bination is economically desirable. It assumes the existence 
of monopoly under governmental supervision and direction 
with the power to limit production, control prices and allot 
territory and customers. Of course, such a system necessi- 
tates strong governmental supervision and even participation. 
This is so because no people and no government can permit 
an industry to have free play in setting up monopoly or 
imposing restraints without close supervision of its activities 
by the government itself. 

Throughout the existence of the Sherman Law it has 
been said that that law places business in a straight jacket, 
that compliance with its terms means cut-throat competition 
and the law of the jungle. But this is not so. 

In our anti-monopoly legislation we have recognized 
that the principle of competition is not a_ self-operating 
mechanism which in every instance assures to the various 
factors of production and distribution their due. We realize 
that it might be carried to an extreme which would produce 
effects dangerous to economic security. 

In meeting these evils there is no prohibition in the 
Sherman Law or the anti-trust statutes that will prevent 
industry from doing all that it might legally and whole- 
somely do under the Recovery Act. That statement may 
be questioned. To see if it is not true, let us look to a 
recent vital decision of the Supreme Court. 

This decision of the Supreme Court was in the case 
of Appalachian Coals v. U. S. There a group of coal oper- 
ators had attempted to deal with certain unfair and detri- 
mental practices and conditions in the coal industry. These 
practices and conditions had caused abnormal and destruc- 
tive competition resulting in the depreciation of the price 
of all coals in the market. The difficulties involved were 
not’ minor ones. They dealt not only with trade abuses 
but also with the limitation of productive capacity, the con- 
solidation of existing selling agencies and the partial elimin- 
nation of selling competition among the group. To meet 
the situation, 75 per cent of the producers of soft coal in 
the Appalachian region formed an exclusive selling agency. 
The Supreme Court upheld the legality of this combination. 
It did so because it was found that the combination had the 
purpose and effect of eliminating practices which threatened 
the existence of the industry. 

In upholding the agreement of the producers, the Court 
clearly indicated that business by voluntary agreement may 
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deal with unfair methods of competition and other practices 
which unduly depress the industry. Chief Justice Hughes 
wrote the opinion. In that opinion he characterized the 
Sherman Act as a charter of freedom. He said that the 
restrictions of the Act were not mechanical or artificial, 
that what it did was to set up an essential standard of 
reasonableness, that under this standard of reasonableness 
it was possible to develop the normal and fair expansion of 
commerce and to adopt reasonable measures to protect in- 
dustry from injurious and destructive practices. He said 
that only such contracts and combinations are prohibited as 
by reason of intent, or out of the inherent nature of the acts 
themselves, prejudice the public by unduly obstructing the 
course of trade. But he said in definite terms that a coopera- 
tive enterprise which carried with it ho monopolistic menace 
was not to be condemned because it might effect a change in 
market conditions where a change would be in mitigation 
of recognized evils and would foster fair competitive oppor- 
tunities. And from the standpoint of the business man, 
there is much comfort in his statement that even though 
the correction of abuses may tend to stabilize business or 
to produce fair price levels, this does not mean that the 
abuses should go uncorrected or that cooperative endeavor to 
correct them necessarily constitutes an unreasonable restraint 
of trade. 

It seems to me clear from the definition by the Court 
that if a given industry can show that what it proposes 
to do is economically justified under our competitive sys- 
tem, it comes within the sanction of the law. But that 
justification is a question of fact in each case. What more 
does industry need? What more does industry want? If 
it would go to the extent of price fixing, it must abandon 
its independence. If it wants security it must sacrifice 
liberty. The competitive system can be dispensed with only 
at the price of governmental control. But under our present 
system within the realm of legitimate activity industry can 
do by voluntary agreement all that the government has 
tried to make it do by compulsion. 

It is true, however, that great point has been made of 
the destruction of the price structure and the unsettling of 
economic stability by the so-called chiseler. It is contended 
that business cannot deal with those members who are guilty 
of unfair trade practices. But that does not state the fact. 
There is an existing forum in which those offenses may be 
dealt with. 

The Federal Trade Commission exists for the purpose 
of preventing unfair methods of competition. In exercising 
this power it must issue a complaint stating charges and 
giving notice of the day of hearing. Those proceeded against 
are given the right to appear at the time and place fixed: 
If the Commission finds the method of competition is one 
prohibited by the Act as unfair, it is obliged to make a re- 
port in writing stating its findings as to the facts and to issue 
a cease and desist order forbidding continuance of the acts 
complained of. If the order be disobeyed, the Commission 
may apply to the appropriate Circuit Court of Appeals for 
its enforcement. The party subject to the order may seek 
and obtain a review in the Circuit Court of Appeals. The 
Commission is non-partisan and it must from the very nature 
of its duties act with entire impartiality. It is charged with 
no enforcement except the policies of the law. Its duties are 
neither political nor executive but preeminently quasi-judicial 
and quasi-legislative. Its members are called upon to exer- 
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cise the trained judgment of a body of experts “appointed 
by law and informed by experience.” In the Humphrey 
case, decided on the same day as the Schechter case, the 
Supreme Court established that this body was independent 
of executive authority and “free to exercise its judgment 
without the leave or hindrance of any other official or any 
department of the government.” 

Potentially then as an independent body and by reason 
of the power granted by Congress the Federal Trade Com- 
mission is equipped to prevent unfair methods of competition 
in interstate commerce. I say potentially because it seems 
to me the Commission has never developed its full possi- 
bilities, nor on the other hand has business ever attempted 
to make full use of the powers of the Commission for the 
cleansing of industrial abuses. But today the Commission 
has a new power, as well as a new sanction to pass judgment 
upon unfair methods of competition. 

What are unfair methods of competition? Those 
methods of competition are unfair which are either opposed 
to good morals because they are tinged with fraud, deceit, 
malice, or oppression, or are contrary to public policy be- 
cause they tend to restrain trade unreasonably or tend to 
create a monopoly. Whether a particular method of com- 
petition is unfair is for the courts to decide but in the de- 
termination by the courts great weight is given to the “con- 
clusion of the Commission based as it is upon clear, specific, 
and comprehensive findings, supported by evidence.” 

So that here lies the opportunity for industry. It has 
a declaration of policy from the Supreme Court giving in- 
dustry the right to do those things which can be justified 
as proper measures for the elimination of abuses and the 
removal of burdens upon our competitive system. In car- 
rying out that purpose it has a disciplinary means for punish- 
ing those members of industry who will not comply with 
recognized rules of decent dealing. And all of this can be 
done without the intervention of the Government in the af- 
fairs of industry and without the coercive power of a Federal 
administrative unit to direct the internal affairs of factory 
management. 

And business itself has an instrumentality through 
which it may deal with government and at the same time co- 
ordinate the activities of its own members. This instru- 
mentality is the Trade Association. 

The Trade Association represents a definite and dis- 
tinct step in our economic development. One thing that 
industrialists learned in the N. R. A. was the advantage 
of sitting down together and discussing their problems. They 
are to meet the test now as to whether they can do volun- 
tarily what the government has tried to compel them to do. 
But the larger industrialist has a duty to help his smaller 
brother. As we have seen from the newspapers, certain of 
the larger units of industry have recognized the value of 
consolidating gains made by the experience of the last two 
years. It is for them to cooperate with the smaller members 
of the industry in establishing a fair code of business prac- 
tices. It may well be that there should be greater legisla- 
tive authority to provide for fuller cooperation between the 
Federal government and business for the purpose of elimi- 
nating abuses and establishing fair and competitive condi- 
tions for any industry. There is room under the Constitu- 
tion for the enactment of such legislation. The Federal 
Trade Commission Act could be amended so as to broaden 
very largely the definition of unfair methods of competition 


and to create more effective means of preventing unfair com- 
petition. Practices in the indusiry declared to be unfair 
in the Code approved by the Federal Trade Commission 
could be enforced against any non-assenting minority in the 
industry. But I would go even further. 


I believe that the government should adopt a definite 
policy of meeting industrial proposals at their inception and 
of giving advice in advance. ‘The fundamental principle 
underlying the anti-trust laws is to prevent the organization 
of any snd all combinations in restraint of trade. The effec- 
tive and intelligent way to deal with such a problem is not 
to wait until these combinations become part of our indus- 
trial life and then to dismantle them, but to meet them at 
their formation and determine whether or not their exist- 
ence and function would be a violation of the competitive 
principle. Such a method would afford an opportunity for 
the honest industrialist to be relieved of the fear of dis- 
ruptive government action. On the other hand, close and 
immediate scrutiny of trade association proposals at their 
inception would prevent illegal combinations from becoming 
integral parts of our industrial fabric. Such a method of 
dealing with the problem is not inconsistent with strict en- 
forcement of disciplinary measures. It seems to me that the 
experience of the Department of Justice and of the Federal 
Trade Commission during the past few years, as well as the 
breakdown of the machinery of the administration of 
N. R. A. before there ever was a court decision, evidences 
the necessity of administrative machinery to meet more ef- 
fectively our changed economic problems without relaxing 
the enforcement of the anti-trust laws. 


I would propose this—that the Federal Trade Com- 
mission be changed in character from a body having the 
combined powers and duties of an investigator, prosecutor 
and judge into a body advisory and quasi-judicial. Except 
in criminal cases, all proceedings dealing with questions of 
monopoly or unfair trade practices should he instituted be- 
fore that body. Parties entering into agreements in inter- 
state commerce should be given the right to submit their 
proposed plan to the Commission and in such cases the Com- 
mission should be authorized and directed to give advisory 
opinions in advance. It should be further provided that any- 
thing done pursuant to the approval of the Commission 
would be exempt from criminal prosecution even should the 
finding be reversed by a court of review. 

From any decision of the Federal Trade Commission 
so constituted, appeal should be taken as now to the Circuit 
Court of Appeals or to a court of commerce. 

Such an integrated system could be perfected under our 
present Constitution and would give the Federal government 
all the power it should exercise. 

Problems local or regional should be left to the states. 
Our experience with the administration of the Eighteenth 
Amendment showed the absurdity of the assumption by the 
Federal government of a function that in reality belongs to 
the states. Our experience with N. R. A. showed how im- 
possible it was for the central government to control and 
supervise private industry. From these experiences it is 
safe to say that if our Federal system were wiped out, if, 
state lines were obliterated, it would be necessary to set up 
and delegate to local and regional agencies powers similar 
in extent to those which they now possess. This would be 
essential for the proper administration and supervision by the 
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central government of such problems as we are here dis- 
cussing. 

The framers of the Constitution were faced with meet- 
ing three distinct types of problems; first, problems national 
in scope; second, problems local or statewide; and third, 
problems which, while affecting more than onc state, would 
not present issues of national concern. 


National problems were dealt with by conferring upon 
the Federal government broad grants of power which would 
enable it to meet particular situations as they arose. Local 
or statewide problems were reserved to the states under 
the provision of the Constitution that all powers not granted 
to the Federal government were reserved to the states or 
to the people. 

Under the Federal Constitution two or more states 
may enter into an agreement or compact to settle their 
common problems. States by utilizing the machinery of the 
compact method, can and do deal with questions affecting 
several states which do not involve national policy. 

Interstate compacts are not new in this country. In- 
deed, they date back to our earliest Colonial history in the 
settlement of boundary disputes. Under this provision of the 
Constitution they have been frequently resorted to for the 
settlement of disputes between the states and for the de- 
velopment and control of situations for their mutual bet- 
terment. In the latter class, compacts have been used for 
the extending of final jurisdiction; the control and develop- 
ment of natural resources, conditions of navigation, public 
utilities; the creation of reciprocity in taxation; and the 
establishment of uniform state laws. ; 

It is by the establishment of uniform state laws that 
the various sectional problems of labor could most readily 
be solved. The compact would grant sufficient promise 
of permanency of regulation in the various states having 
like problems so as to prevent any undue competition re- 
sulting from such legislation. The states would thus be 
free to solve their common problems as to hours of labor, 
child labor, and possibly certain reasonable regulations of 
minimum wages. 

Perhaps the establishment of commissions similar to 
those in a number of existing compacts would be the most 
desirable method of regulating and assisting business. Com- 
pacts for this type of control are now under negotiation for 
the regulation and advancement of the oil industry and the 
milk industry and could be profitably extended into the many 
other fields. 

I do not mean to imply that state compacts could be 
used as instrumentalities for the regulation of businesses not 
affected with a public interest. But they might be used as 
an effective means for dealing with unfair competitive prac- 
tices common to several states and for dealing with labor 
problems which are sectional in their nature. 

And recognizing the pressure of these problems we see 
a challenge to our statesmanship to find a way to meet them 
fairly and adequately under our present system without cen- 
tral control and without Constitutional amendment. And 
in considering the manner of dealing with these questions it 
is important to keep in mind the underlying theory of our 
basic law. 

The Constitution is based upon the theory that all 
powers not specifically delegated to the Federal govern- 
ment remained in the several states. “Those who framed 


that Constitution recognized that times and conditions might 
change. In order to make that document a resilient instru- 
ment responsive to changing conditions they provided the 
method whereby it could be amended, extending or limit- 
ing the power of thee Federal government. Almost im- 
mediately the first ten amendments were adopted. These 
were in the interest of the individual citizens. They limited 
the power of the Federal government. In order to meet 
problems of recognized national character, there have been 
other amendments either limiting the power of the states 
or delegating further power to the Federal government. 
But all of these amendments have been within a certain defi- 
nite principle. This principle is that the essence of free 
government is the greatest possible degree of home rule and 
self regulation. 

I believe that to maintain the kind of civilization estab- 
lished on this continent it is essential to adhere to that prin- 
ciple. For that reason I am opposed to any kind of an 
omnibus amendment that would surrender to the Federal 
government general powers for the regulation of the lives 
of our citizens. But this does not mean that in certain cases 
we may not recognize that problems once local have become 
national; that as a practical people, by specific amendment, 
we may not deal, as we have done before, with the particu- 
lar problems at hand. 


The Federal government today has the power to out- 
law unfair methods of competition in Interstate Commerce. 
In such commerce, it also probably has the power to set 
minimum wages and maximum hours. Within their juris- 
diction the states have no less power. Where the problem 
is sectional rather than national or local the state compact 
is an available medium that has proved effective. In ad- 
dition, cooperative action could be utilized by industry to 
achieve the same result. 


Today the United States is a union of individual 
regions. State lines are boundaries of political demarca- 
tion and do not coincide with regional economic boundaries 
of which the state is a part. Regional areas exist as the re- 
sult of elementary physical and social conditions. Men liv- 
ing in the same area have identical forces of nature to com- 
bat, similar problems of adjustment to solve, and possess 
as a result common customs, viewpoints and economic aims. 

Regional considerations so vital to the fullest develop- 
ment of a homogeneous territory can, by the compact method, 
be given thorough and comprehensive treatment. The Fed- 
eral government relieved of a measure of its burden can 
function more completely within those fields in which it is 
a necessary and vital agency. Rivalries and inadequacies 
of litigation can be supplanted by conference and compromise 
based on scientific and practical information. 

In the early days of our history the most serious prob- 
lem was to establish a pure and perfect union. The de- 
cisions of Chief Justice Marshall were directed to the pur- 
pose of strengthening our central government. Happily 
that object was attained. Our difficulty today is to guard 
against over-centralization and the abuses that follow. No 
highly centralized authority can adequately govern a nation 
so diversified in interests and economic life. A survey of 
the present and probable future demands upon federal regu- 
latory and enforcement agencies forcibly indicates that it will 
be physically impossible for the machinery of the Federal 
government to carry the tremendous burden. The regula- 
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tion of rates, practices and service of railroads and the con- 
sideration of plans for their consolidation, the development 
of water power resources and the myriad obligations now 
imposed upon the central government furnish ample evi- 
dence that it cannot be called upon to assume all of the bur- 
den and all of the responsibility. 

Government so burdened becomes incapable of under- 
standing the local and sectional needs of its people, ceases 
to be a sensitive, alert, growing instrument of governance 
and becomes a rigid, unworkable body of inelastic law. 

The danger we must avoid is that, laboring as we are, 
under the strain of a depression to which the American 
people are unaccustomed, in our desire for speedy relief, 
we may be betrayed into adopting such methods and abol- 


ishing such guarantees as would ultimately destroy a prin- 
ciple of government that now gives stability to the kind 
of civilization that we have developed. That does not mean 
that there should not be adopted a program of economic or 
even political reform which seems necessary for the preserva- 
tion of a just and happy social order. 

But by preserving to the states their power, they will 
be enabled to meet their particular and immediate problems 
in their own way, and other states or groups of states may 
not only benefit by their success but profit by their mistakes. 
In this way we maintain the individuality and the initia- 
tive of our people in actively concerning themselves with 
their immediate and local problems, and, through the flexi- 
bility, we add strength to the structure of our government. 


The Eccles Bill and After 


By H. P. WILLIS, Economist 
Before the New York Bankers Association, Lake George, N. Y., June 10, 1935 


Bankers Association: 

In speaking to you this morning on the topic 
which has been assigned to me, I fear that I may seem to be 
threshing over old straw with which you are already familiar. 
It is a happy and fortunate circumstance that during the past 
sixty days we have succeeded in focusing upon the proposed 
banking bill as much actual attention as has been the case. 
I confess that, three months ago, it did not seem to me as 
if the community would speak out frankly with regard to 
its own opinion about this measure. It has done so, how- 
ever, and enough has been said, and said by men of light 
and leading, to make it clear what the attitude of the com- 
munity on that question really is. 

In what I have just said, I do not mean, however, to 
intimate that the time has come when bankers can afford to 
lay aside the question of making clear their position on this 
subject of new legislation. There is every reason, I fear, 
for the belief that this bill will pass Congress in very much 
the shape in which it is now proposed. Should that be the 
case, our banking community must face a long period of 
suffering, with incidental discussion of a further revision of 
the law. Should that not be the case, and should the bill be 
deferred, the banking community must regard this as merely 
the first of a series of attacks, whose object it will be to force 
the enactment of some such provisions as those which are 
now urged. 

Neither in the one case nor in the other, therefore, can 
the fact that some of our leading men have spoken out 
frankly, release others from the duty and necessity of stating 
their opinions with the utmost freedom to those who are to 
be responsible for legislative action. 

Nothing that I have said or shall say can be construed 
in that way for a moment. Nevertheless, as I have already 
intimated, I think it best to devote my discussion this morn- 
ing rather to the condition and frame of mind out of which 
the so-called Eccles Bill has grown and to the courses of 
action which circumstances enjoin upon our banking com- 
munity, then to any repetition of the specific grounds of 
criticism and complaint which must be urged against the 
bill itself. I am going, in other words, to speak chiefly of 
the future rather than the past or present. 


M R. CHAIRMAN and Members of the New York 


Despite this determination on my part, I think it neces- 
sary, as a matter of record, to state my opinion concerning 
the present proposed banking legislation, in order that I may 
leave no doubt whatever in your mind as to where I stand. 
I think the proposed Eccles Bill is the worst and most 
dangerous banking measure that has ever come before Con- 
gress. It is a bill whose purpose it is, first of all, to compel 
state banks, so far as possible, to become members of the 
Federal Reserve system; to vest in the President of the 
United States despotic and uncontrolled power over the 
banking mechanism of the United States; to establish a 
dependent and incompetent board at Washington who shall 
be authorized to interefere in every detail with the doings 
of Reserve banks—and for that matter, of their members 
as well—with the power to enforce their mandates upon the 
bankers of the country, practically under penalty of having 
to go out of business should such bankers fail or refuse to 
do as directed. I think the Eccles Bill gives to the Federal 
Reserve Board, which means to the Treasury and to the 
President, the power to compel the banks to absorb as much 
of the government deficit as they may see fit. It authorizes 
the Board, which means the Governor of the Board, which 
means the President of the United States, to alter reserve re- 
quirements, when, and as, it may be desired to do so, not only 
as to the percentages of reserve, but as to the composition of 
the reserve itself and as to the place where such reserve will 
be kept. It would thus make possible an order from the Board 
to the banks to carry 100 percent of their demand deposits 
either in the form of balances with Reserve banks or of 
government bonds in their own vaults, and some such order 
will be the almost inevitable result of the enactment of the 
measure. The Bill looks directly to the complete change 
in the character of the assets of national and other banks, 
and it wholly destroys the ideas upon which the Reserve 
system was first developed—that of independence and self- 
government on the part of a body of bankers, whose member- 
ship was made to include all legitimate and honest groups 
of persons who might desire to enter the banking business. 

For these reasons, the proposed measure must be re- 
garded as a complete departure from our fundamental con- 
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ceptions of banking, and an effort to introduce into the 
United States these proposals for despotic planning and direc- 
tion of industry which have given to various foreign coun- 
tries a completely regimented life, directed and shaped 
according to the orders of some self-appointed group or 
leader so long as such a group was able to maintain itself 
in the saddle. 

I think that to accept any such measure, to allow it 
to go to the statute books, and to attempt to continue to do 
business under it, is practically suicide, insofar as our whole 
order of independent banking and business itself is concerned. 
And yet, it is our duty to continue to “carry on” as long as 
that is humanly possible. We have then the problem, what 
is to become of the banks of this country during future years, 
and how will the Eccles Bill affect them, or, should some 
good Providence prevent the measure from adoption, what 
must they do to forestall any similar effort in another session 
of Congress. These are the questions that I believe most 
urgent at this time. I take it for granted that the Eccles 
Bill is admitted to be the “worst ever,” beyond hope of 
satisfactory amendment or redemption, and hence, needing no 
further critical analysis for the moment. 

Imagine then that the proposed measure has actually 
become the law of the land. The careful banker, sitting 
down with his Board of Trustees or Directors to take ac- 
count of the situation he faces must, first of all, consider 
exactly how the measure affects him. Let us suppose that 
he is the head of a state bank or trust company, organized 
under the laws of his state, but not a member of the Federal 
Reserve system. Such a banker will find in Title I of the 
Eccles measure, machinery which is intended to drive him 
into the Federal Reserve system by depriving him of the right 
to insure his deposits in the Federal Depositors’ Insurance 
system. Such a banker, therefore, must first of all consider 
whether he ought to join the Federal Reserve System. ‘To 
this, I think, the answer should be an unqualified “No.” It 
is quite true that under the provisions of the Eccles Bil! 
such an institution will have to feel the full force of the 
competitive argument originating with institutions that are 
insured and under the Depositors’ Insurance Corporation, 
that they and they alone are “safe” and that the customer 
therefore should turn away from the uninsured state institu- 
tion. The uninsured institution may meet this kind of 
argument in one of two ways: by devising an insurance 
system of its own or by logic and argument designed to con- 
vince the depositor that the insurance system is not likely 
to help him materially. Both methods may be adopted. I 
am personally not an advocate of deposit insurance, and I 
do not believe that it represents an economic and sound ap- 
plication of the cooperative idea. In the first place, it calls 
for too great a sacrifice to be feasible, if the insurance cor- 
poration is really to be able to stand the shock of anything 
like a major strain. The present Depositors’ Insurance Cor- 
poration, as we have been advised from many authoritative 
sources, is not in a position to go through any severe panic 
or depression, and there is no particular reason why it should 
be. The amounts that it has exacted from its members thus 
far are totally inadequate to meet the insurance liability that 
might accrue at any given time. From this it is clear that no 
competitive insurance system is likely to be able to provide a 
system of insurance that would be unquestionably protective 
and adequately able to guarantee safety. No bank can 
honestly tell its depositors that their interests are completely 


safeguarded under the present system, and for the same 
reason it is not likely that bankers will be able to organize 
any competing system of insurance of which the same or 
something similar might truthfully be said; although the 
state banks of the country can and I believe should, consider 
ways and means for the establishment of a liquidating cor- 
poration which, up to a certain point, would be able to 
undertake to guarantee prompt settlement of depositors’ 
claims, and to end the lengthy delays and litigation which 
have heretofore been so costly and so disheartening an ele- 
ment of bank failure and receivership. 

With this ended, it is far better, both for the depositor 
and the banker that the actual net irreducible losses growing 
out of bank failure should fall where they belong. The 
universal experience with this type of insurance—if such 


it may be called—has pointed to the danger of increasing 


losses as the result of bad banking management induced by 
belief in deposit guarantee. I feel sure that it will be en- 
tirely feasible for our bankers to protect themselves and their 
depositors quite as fully and quite as satisfactorily through 
a system of their own, economically organized, as it is for 
the banks that are now members of the Federal Depositors’ 
Insurance Corporation. 

It may well be that our state bankers do not want to 
incur the expense or spend the time and take the trouble 
necessary to set on foot any such system, and should that 
be the case I certainly should be the last to blame them. In 
such circumstances, they will need, however, to set the actual 
facts about deposit guarantee before their clientele, and when 
this has been done, I believe that the meretricious value and 
“pulling power” which is currently ascribed to the fact of 
guarantee will lose a great deal of its influence. As a matter 
of fact, under the new bill, only about 40 percent of de- 
posits will be guaranteed at all, and how successfully even 
these will be protected is, as I have intimated, a very serious 
open question. The best guaranty after all, is found in 
careful, wise management of the individual bank. The 
wise state banker then, deprived of his membership in the 
Guaranty fund will not seek to restore it or protect it by 
joining the Federal Reserve System, but will devote himself 
to becoming firmly established in the confidence of his own 
community through compliance with all of the laws of safety 
that are applicable to the business of banking. 

But this leaves open the other, and more serious ques- 
tion, affecting those bankers who are already members of 
the Reserve system, or who being national bankers, are 
obliged to remain in the system under penalty of giving up 
their charters. How will the new Act affect them, and 
what should they do when faced with the choice of con- 
tinuing under the terms of the new bill or of leaving the 
Federal Reserve System? 

First of all, let us bear in mind that there is no reason 
why a bank should not leave the Federal Reserve system 
when and if it chooses to do so. The regulations of the 
Federal Reserve Board carefully safeguard the right of the 
state bank member to surrender his membership and receive 
back his share of capital. These regulations cannot be with- 
drawn but they constitute a contract with the member banks 
which must be adhered to, even in these days of repudiation. 
The national bank is in a more difficult position, and yet, 
there is no reason why it should not surrender its charter 
and take out a charter from the state government in whose 


jurisdiction it exists. Why should it not do so? Legally, 
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there is nothing to prevent it, and I believe there cannot 
be; and yet, it is a fact that a great many bankers are finding 
it very hard to get their own consent to make any such 
change. They recognize several reasons for wishing to con- 
tinue as at present, and among them probably the outstand- 
ing are as follows: 


1. The Reserve system undoubtedly gives some strength 
to its members and some prestige with the public at large, 
although obviously less than formerly. 

2. The clearing and collection arrangements of the 
Reserve system have been developed to a point at which 
they are decidely serviceable, especially to the city banks. 

3. The discount privilege at Reserve banks is at times 
of considerable value and is today regarded as really the 
only means of being sure of a supply of currency in the event 
of some run or sudden call for funds. 

4. A bank which leaves the Federal Reserve system 
may find itself somewhat isolated and feel that it is not in a 
position to call upon governmental authorities for aid when 
the need of such assistance is felt. 

Now, these are all cogent considerations in their way, 
and I should be the last to quarrel with them. In years 
past, I have myself often urged them as reasons for joining 
the Federal Reserve system, and I have no intention of re- 
tracting anything that I then said. The time has come, how- 
ever, when we must look at the central banking problem of 
the United States from a new point of view. The banking 
holiday and, indeed the whole history of American banking 
under the Federal Reserve system, shows that our present 
central banking situation is not satisfactory. Moreover, it 
shows to my mind that we are not likely to make it satis- 
factory under present conditions. I am sure I should not do 
you any service if I were to review the now familiar discus- 
sion about political control of the Federal Reserve Board, 
and through it of the system, nor would it be of much use 
for me to discuss the responsibility of banks and bankers 
during the years 1920-30 for the dangerous situation which 
then developed, or to refer to the failure of Federal Reserve 
administrators to correct it or even to mention the derelictions 
of the Federal Reserve Board itself in connection with their 
administration of the system. ‘These things are all familiar 
to you as bankers, and I am sure you are much more inter- 
ested in knowing what the bearing of them upon present 
affairs is than you would be in any historical account of their 
development. To my mind, the obvious conclusions of the 
past two decades are these: 

1. The Federal Reserve system and its district organi- 
zation have shown the possibilities of efficient, successful, and 
satisfactory management. 

2. The Federal Reserve banks have been guilty of 
neglect of the interests of their members, of nepotism, and 
favoritism, and have been only partially successful in dis- 
charging the duties they might have performed. 

3. There is nothing in the system that could not be 
corrected and rendered satisfactory and efficient in its work- 
ing if the system could be let alone by political outsiders, and 
could be sustained by efficient and thoughtful work on the 
part of its own members. 

4. As things stand, it seems to be impossible thus to 
free the system of politics and to insure the creation of a 
Board at Washington that would be non-partisan, disinter- 
ested, and able. 


I do not for a moment deny that a President with an 
eye single to the proper constitution of the banking system 
might not take the present organization and develop it in a 
wholly unexceptional way. Should such a President ever be 
elected he will be nearly unique. We cannot expect a suc- 
cession of such presidents. The inevitable conclusion that is 
thrust upon us then is that those who, in the first place 
wanted to organize the Reserve system upon a non-political 
basis were right and they ought to be sustained in their con- 
ception of banking organization and control. The political 
managers have, however, shown that they realize the service- 
ability of our banking machinery in carrying out their own 
wishes. It is far from likely that either Party will abstain 
in the future from the same kind of interference which was 
practiced in the past. 


Now, from all this, I draw the following conclusion, 
which I lay before you with the utmost regret, and only 
after bitter reflection. This is, that the Federal Reserve 
system has lost its usefulness and, should the proposed new 
measure be adopted, ought to be brought to an end. It is 
a terrible conclusion to have to reach, concerning a great 
institution that has rendered valuable service, that has in 
all some 12,000 employees, that has a wonderfully equipped 
physical plant and is in every way prepared to render future 
service of an effective sort; and yet, all of these things are 
nothing in comparison with that one superlatively important 
element—the freedom to engage in and carry on banking 
under proper conditions without political interference. De- 
prive our bankers of the general safeguard of their inde- 
pendence, and all of the conveniences, advantages, and addi- 
tions to efficiency that can be devised or imagined will be 
as nothing in comparison. The position which I now indi- 
cate to you is unhappily the same that has been reached at 
crucial periods of the past, when for much the same reasons 
that are now so influential, the American people have come 
to the conclusion that a great banking institution had lost 
its usefulness. We look back now over the history of the 
First and Second Banks of the United States, and we review 
the struggle of Jackson with the latter institution with 
mingled feelings. Many of us, even at this date, 100 years 
later, feel strong partisanship on one side or the other of the 
Second Bank controversy. We see the folly and the waste 
that were involved in disestablishing the great institution; 
we realize the financial suffering through which the country 
was immediately fated to pass as a result, and yet, in the 
last analysis and looking at the situation with the wisdom of 
hindsight, we cannot blame these who resolved upon the 
extinction of the Second Bank of the United States. It was 
then their claim that the bank itself had become too much 
a factor in politics, just as it is now our contention that the 
politicians have assumed too large a share in banking. In 
the large view of things it is of not much importance 
through which of these channels the final conclusion is 
reached. The point is that it must be reached and that it 
is apparently unavoidable to sacrifice a great piece of work 
when and if the continued existence of such an institution 
threatens to impair or destroy something that is infinitely 
more precious. 

It would be of no use, however, to leave the subject 
with a mere suggestion that the time had come to abandon 
the Federal Reserve system. All financial effort, like every 
other kind of effort, of any value, is continuous and evolu- 
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tionary. You cannot and ought not to cut the Federal 
Reserve system off by any of the means that are sometimes 
proposed. What I recommend to the bankers here assembled 
is that they should seriously consider giving up their member- 
ship in the Federal Reserve system, and that they first of all 
should leave the system in numbers sufficient to make it 
apparently plain that the time has come when they would 
rather surrender its advantages, whatever they may be, than 
submit to the political innovations which it is now proposed 
to force upon them. How far such retirement of members 
would have to go and exactly what the result would be is 
a most interesting and at the same time complex subject of 
speculation. Let us look at a few of the major aspects of it. 


1. The government itself cannot do without banking 
accommodation. It never was able to do so, even in the 
years just following the disestablishment of the Bank of 
the United States. Prior to the adoption of the Federal 
Reserve Act, the Treasury itself had attained many of the 
routine aspects of a central bank. It might well be then 
that the withdrawal of a good many members of the Fed- 
eral Reserve system would hasten the arrival of the time 
contemplated by the Secretary of the Treasury, who has 
lately recommended that the Treasury Department should 
simply purchase the stock of Federal Reserve banks. Con- 
ceivably the Reserve banks then might, as the result of a 
policy such as I have indicated, pass into the hands of the 
government and be continued mych as were the nine sub- 
Treasuries among whom this country was parcelled out for 
fiscal service before the Reserve system was inaugurated. Con- 
ceivably, the government might allow the Reserve system to 
disintegrate. It might set up some kind of politically con- 
trolled central banking system of its own. Conceivably too, 
the Treasury might, as it did after the downfall of the 
Second Bank of the United States, deal only through and 
with a small number of the larger banks, committing to them 
merely such transactions as were absolutely necessary and 
doing most of its own routine work within its own walls. 


2. The retirement of enough members of the Reserve 
system to reduce its strength very greatly would bring about 
the same old unregulated and more or less chaotic system of 
banking that existed prior to the establishment of the Re- 
serve system. I do not think that it would be satisfactory, 
and if not we might, perhaps, witness the establishment of 
a large central bank through the joint action of a substantial 
number of independent institutions collaborating together. 
There is nothing to prevent such a development. The new 
bank would not be able to issue any notes but it might be- 
come the holder of the reserves of banks organized under 
the laws of the state in which it was created and of any other 
additional states that might pass the needed legislation. 
Pending some such development, it would be reasonable to 
expect that the clearing house system would come back into 
its former vigor and would answer very much the same 
central banking functions which it had developed in former 
years. It would, however, still retain the same defects that 
were recognized under the old regime. 

3. As for the public, it would probably be very little 
affected in one way or the other by this change. As things 
stand now, the Reserve system has no relations with the 
public and refuses to have any. It will not even entertain 
the same kind of relationship with the public that is recog- 
nized in European countries as necessarily existing between 





the central bank and the commercial bauks there existing. 
The Reserve banks have testified in the documents which 
they sent to the Senate Banking Committee in 1931, that 
their changes of rate are not passed on to the public and do 
not in any way alter the rates charged by the several banks 
to their customers. The disestablishment of the Federal 
Reserve banks might result in a restoration of the evils of 
the old check-collection system, or they might not, according 
to the amount of leadership and vigor that was displayed by 
the banking community, after such a change as I have sug- 
gested had fully been installed. 


4, Our relationship with foreign countries and the diffi- 
culties growing out of a lack of control of our gold supply 
would, of course, be undecisive, and the old status which 
existed before the Reserve system appeared, might reappear 
or, perhaps, might assume a more aggravated form than in 
the old days. If so, the disturbance of our foreign commerce 
resulting therefrom and the difficulty of exerting any united 
international monetary policy would be the greater. 


These are speculations, or conjectures, and as such inter- 
esting only as possibilities. Our country, with its vast 
natural resources and our people with their immense saving 
power, as well as our bankers with their accumulated skill 
and public spirit, will be able to take care of the interests 
of the community in some way and will, undoubtedly, do it. 
They are not dependent upon the Reserve system. However, 
I make bold to say that the retirement of a substantial 
number of the present members of the Reserve system would 
quickly bring about a condition of affairs in which our politi- 
cians would be inclined to hear reason. They might, as some 
are in the habit of doing, “explode,” with dire predictions 
of the “growth of grass in Wall Street,” or of reduction of 
prices on the farm; they might declare a vendetta against 
the bankers as they have in past years so often done. It 
would not be a matter of very great importance which course 
was adhered to. Should our government endeavor to coerce 
the banks of the several states to accept its orders and con- 
trol, the situation would present merely another phase of the 
general issue in which we have now become involved—that 
of the limits of federal power. It is indeed very desirable 
that the decision that is reached on this question shall be 
applicable in the banking field as it is in that of production 
or industry. The political managers at Washington would, 
I am confident, not care to risk the results of any such 
struggle. They would find it necessary to abandon their 
aggressions upon the banks and confine themselves strictly 
to the legitimate field of supervision and regulation, which 
all have recognized as properly belonging to them. The 
outcome, I hope, would be a reconstruction and improvement 
of our Federal Reserve Act, the drawing of more clearly 
defined lines between political and banking authority, and 
the giving up, or at least the mitigation of the extraordinary 
methods of Treasury finance which are now being’ forced 
upon the banks and, generally, the sanitation of our entire 
national financial position. How far good results would be 
obtained in this way would depend much upon the motives 
and leadership of those who were conspicuous in the move- 
ment. Under favorable conditions, the result might in a 


very short time be the restoration of the original ideas of 
Federal Reserve banking, or the substitution, perhaps, of 
other or better ones; but in any case the retention of the 
present nucleus of organization as the basis on which all 
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future building would rest as a foundation. This is su- 
premely to be desired. If it should be, on the other hand, 
that greed for power on the part of our political managers 
led them to continue their adherence to dangerous principles, 
it would be far better for the country to turn over the old 
system into their hands and to create a new one, animated 
by better motives than those which now direct the policies 
of the Treasury and of the Reserve system. 


It is hardly necessary to say that I recognize the incon- 
venience, perhaps the expense and sacrifice, that would be 
involved in bringing about this fresh financial revolution. I 
see no reason to suppose that Congress or the government 
either could or would interpose any objection to the action 
of state banks in withdrawing from the Reserve institutions, 
or to the proposed action of national banks for surrendering 
their national charters and converting into state institutions. 
The right to do both these things is constitutionally guaran- 
teed to them, and any attempt to interfere with it, should 
and would, produce a blank refusal to be dragooned into 
any obnoxious course. Whatever may be the outcome of 
the struggle, however, those who participate in it should 
hold before themselves definitely one future demand—that 
of making membership in the Reserve system voluntary. The 
original Reserve Act was based upon the idea of a voluntary 
acceptance of the system by banks—their entrance or retire- 
ment as a matter of contractual relationship with the Reserve 
institutions. The Reserve Act thought of them as being 
admitted to the system only if they deserved it, and were 
able to live up to strict banking standards; while it never 
contemplated a situation in which they would be compelled 
to become members and in which, therefore, it would be im- 
possible to maintain the strong requirements that would 
otherwise be feasible. The change by which this original 
ideal was abandoned and the present notion of compulsory 
membership was substituted, is now a matter of history and 
we need only recall that it was the result of a desire to 
obtain a prompt and extensive reorganization of bank re- 
serves in the United States. Whether the decision to make 
membership compulsory can be defended or justified I will 
not now discuss. What can be stated with no fear of con- 
tradiction is that such compulsory requirement of member- 
ship should early have been terminated and that the Reserve 
system should long ago have embarked upon the task of 
making itself so useful, nay so nearly indispensable, to the 
rank and file of banks, that they would regard it as the loss 
of a valued privilege not to be able to retain membership in 
the Reserve system; while, in the same way, they would 
have regarded the announcement of their membership as the 
final certificate of professional approval of their banking con- 
dition. Reserve bankers would then have adopted a very 
different attitude with respect to the members. The haughty 
and somewhat over-bearing tone which many of them have 
exhibited in the past would certainly not have been adopted, 
and a position of primacy in the banking community if at- 
tained at all, would necessarily have had to be deserved and 
earned, instead of being taken for granted, as has so often 
been the case. Entirely voluntary action as to membership 
in the Reserve system should, in a word, be the controlling 
idea in the management of the system henceforward, and 
with this once established, the point of view of the politicians 
would undergo a vast change, while the management of the 
system would be dominated by wholly new points of view. 


If more of our banks had had the courage in the past to 
leave the system whenever they saw good reason for so 
doing, the institution would be infinitely stronger today, and 
what has happened in the recent past would have been in- 
finitely less likely to occur. 


If I may summarize briefly, the thoughts that I have put 
before you—they are these: 


We cannot accept the proposed Eccles Bill, because it 
reverses every known principle of sound and safe banking 
and because it threatens a political domination of our bank 
resources which has already made large headway and resulted 
in dangerous innovations that must not be allowed to con- 
tinue and grow more pronounced. And yet, the fine brute 
power of politics may saddle upon the country this measure 
through act of Congress. So imminent is this situation that 
it is extremely urgent that bankers should make up their 
minds what they are to do in regard to it. They may.either 
submit and see their business go from bad to worse, losing 
their own power to rule in their own house, while the wel- 
fare of the community is steadily invaded, or they may deter- 
mine upon a positive course of correction. They need and 
must have a central banking organization; they can get it by 
remodelling the Federal Reserve system or by leaving it and 
creating a new one. The first step in either direction is to 
leave the Reserve system the moment that the Eccles Bill 
passes into law. By so doing, they will undoubtedly bring 
about a more reasonable attitude on the part of political 
leaders and insure the revocation of the Eccles Bill, or its 
substantial modification. Should, however, such result not 
be early attained, it would be entirely feasible for them by 
any of the make-shift methods that I have indicated, to 
bridge over the period which may elapse between the old 
Federal Reserve organization and the time when a newer 
and better system shall have been put in place of it. Should, 
on the other hand, the decisive verdict of the banking com- 
munity against the Eccles measure serve to bring about the 
desired change, they should insist upon the abandonment of 
all traces of compulsion that have been manifested in the 
past and the substitution of a system of free membership and 
of public service management under accepted central bank- 
ing lines, for the old type organization that has become so 
nearly stereotyped. 

I am as earnest and as anxious to have the present 
debauchment of the Reserve system ended and both our Re- 
serve and member banks restored to a position of reasonable 
soundness as I was originally desirous of having the Reserve 
law itself enacted. I think the time has come when our 
banking system finds itself on the verge of an undoubted 
crisis, a crisis which can be avoided by relieving our banks 
of the menace which they must today recognize as coming 
from the Treasury Department of the United States. It 
will be a costly measure of reorganization to slough off the 
existing. Reserve banking system, and to get ready to put 
another in its place; and yet, in scriptural phrase, it is bet- 
ter that one member should perish than that the whole body 
should be cast into Hell. The necessity of making such 
decisions happily does not come very often, but when it 
comes, it must be courageously met and fully recognized. In 
such a time we find ourselves standing today. This is why 
I have thought it proper to speak to you with entire frank- 
ness and to advocate measures which in other circumstances 
I should hesitate to propose. 
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The Child, the Institution andthe Court 


By MAX WINSOR, M.A., M.D. 
New York Neurological Institute and the New York State Training School for Boys at Warwick 


Delivered at the Twelfth Annual Conference of the New York State Association of Judges of 


P-ENHE topic “The Child, the Institution and the Court” 
is, | assume, a reminder of the very interesting con- 
ference in Chicago ten years ago on “The Child, 

the Clinic and the Court.” In attempting to measure where 
we have gone in ten years, it seems of some significance, to 
note the one paper at that conference devoted to institutions 
for juvenile delinquents. It is written by an expert, Pro- 
fessor George W. Kirchwey, former Dean of the Columbia 
Law School, at one time Warden of Sing Sing Prison. Dean 
Kirchwey spoke wisely and fearlessly. “I know something 
about juvenile institutions . . . by their products who filled 
up the cells of Sing Sing Prison at the time I was there... 
Man after man said to me, ‘It was what they did to us 
there; it was what we learned there that did it.’ One may 
not believe a single individual; but they corroborate them- 
selves so exactly in the names of the persons and the conduct 
of those persons and the people they met and the things 
they learned and the friends they made, that I really came 
to the conclusion, during the time that I was in Sing Sing, 
that we could pretty nearly abolish crime by abolishing the 
houses of refuge, and the various other kinds of institutions 
for juveniles... .” 

“IT know that institutions differ,” went on Dean Kirch- 
wey, “But I have never found one which makes a scientific 
study of the individuals; makes use of the fruits of such 
scientific study in the daily life and practice of the institu- 
tion, and which, on top of it all, fits the individual by 
vocational instruction to earn an honest livelihood after he 
and she gets out.” 

Dean Kirchwey turned his back on the institution. But 
as things stand today, I see the institution as a logical next 
step to the very concept of court clinic and if you permit 
a slight change in the theme, I should like to examine the 
Institution as Child Clinic for the Court. 

I wish Dr. Kirchwey were with us today to turn from 
the law into medicine for a few minutes. We have had our 
sad chapters in the history of medicine, too, you know. You 
will recall the period before the idea of asepsis in hospital 
technique—when to be sent to a hospital seemed equivalent 
to a preliminary death certificate. There was something 
of the vicious circle about it. Hospital technique, without 
asepsis was so bad, there is no doubt many a patient died 
from infection picked up in the hospital. On the other 
hand, because chances for survival were so slim, none but 
the hopeless were sent anyway. Now progress in medicine 
came not from people pointing to hospital morbidity and 
mortality and ending dissertations with the sentence: “No 
patient ought ever to be sent to a hospital.” No, progress 
came through the more constructive step of pointing out that 
Pasteur’s work concerning the danger of germs, and Lister’s 
brilliant application of it, if put into practice, could be 
utilized to save lives. 





Children’s Courts at Ithaca, New York 





Today, of course, anyone with a serious or puzzling 
medical condition, prefers to trust himself to hospital medi- 
cine. The development of the modern hospital has changed 
all this. 

In the institution chapter of delinquency, we have 
something similar. Institutions’ results are terrible. I nsti- 
tution superintendents used to claim—that 70% to 80% of 
their boys turned out successful. Now the painstaking work 
of Dr. and Mrs. Sheldon Glueck of Harvard, shows that 
the ratio may be the very reverse: 70% to 80% of institu- 
tional graduates fail, only 20% keep out of trouble later. 

Dean Kirchwey says—destroy institutions, “If I were 
Judge, | would not send a child to an institution.” But 
what are the results for court and clinic in which children 
are sent only rarely to institutions? Again the Gluecks, 
have announced the figures in “An analysis of 1,000 Juve- 
nile Delinquents handled in the Boston Juvenile Court and 
the clinic associated with it—88% failure. Institution re- 
sults are wretched, but court results without institution are 
also wretched—we are almost in the position of the old 
medical patients—hopeless, anyway. 

And now, having drawn you so far into medical com- 
plications, perhaps you will indulge another somparison: 
The word clinic may be used for the center maintaining 
various clinical facilities for diagnosis and treatment, or it 
may be used in hospital nomenclature in contradistinction to 
the hospital. For example, at the Columbia-Presbyterian 
Medical Center, there are a number of clinics or dispensaries, 
and the various hospitals, like the Presbyterian Hospital, 
the Neurological Institute, the Psychiatric Institute and 
Hospital. ‘Thousands of patients are diagnosed and treated 
in the clinics—when the condition is such that hospitaliza- 
tion is not required. Every now and then, however, a clinic 
patient is found to need more intensive treatment and he is 
transferred to one of our hospitals. He may be hospitalized 
for a few days, weeks or months. He may then return home 
as entirely cured, or may be discharged from the hospital 
but carried for further treatment, observation or checkup in 
the clinic. ‘There may be necessary a later return to the 
hospital. 

Now, is it not possible to visualize the institutions for 
delinquents as the parallel of the modern, up to date medical 
unit which takes in cases found to need more intensive 
therapy than can be given in the clinic and which encourages 
cases for diagnosis when the diagnosis baffles ordinary prac- 
titioners and clinic? 

I propose to you the concept of the institution as the 
extension of your clinic, if you have a clinic in your court, 
just as the hospital is the extention of the clinic for ambula- 
tory patients in a medical unit. Because of more complete 
facilities, and by their judicious use of this twenty-four hour 
control over boys and girls, institutions can well fulfill that 
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function. And for courts which as yet have no clinics of 
their own, institutions can serve as diagnostic centers. 


It is with this idea of the institution as the equivalent 
of the modern hospital, that the State’s newest venture in in- 
stitutions—the Warwick State Training School for Boys, 
takes on meaning. The old types of reformatories are to be 
given up. In the words of Governor Lehman, Warwick is 
to serve as a laboratory for the study of behavior with em- 
phasis on the problems of delinquent behavior. Mr. James 
Marshall, President of the Warwick Board of Visitors, sim- 
ilarly outlines the new effort. “Our task as an institution, 
must not be that of custodian but of laboratory and clinic.” 
This is how Dr. Frederick Tilney interpreted the new 
project: “In order to make such studies possible, the State 
called upon its citizens to help. It asked the Columbia- 
Presbyterian Medical Center to cooperate. Through the aid 
of the various departments of the Medical Center, we have, 
under the direction of our Chairman, Dr. M. Renfrew 
Bradner, created a large medical and research unit. In 
residence at Warwick, there are a physician, a resident in 
psychiatry, an assistant in neurology and psychiatry, a 
psychologist, an assistant psychologist, a dentist and a staff 
of nurses. On the visiting staff, we have an internist, a sur- 
geon, a neuro-surgeon, an ear-nose-throat specialist, an eye 
specialist, an orthopedist, a dental consultant, a dermatolo- 
gist, a pediatrician, two endocrinologists, and a large staff of 
neurologists from the Neurological Institute and a staff of 
consulting psychiatrists under Dr. Clarence O. Cheney of 
the State Psychiatric Institute.” 


We find we have need of this large scientific staff. We 
certainly do not feel that the mere presence of physical ab- 
normality is sufficient to explain a boy’s delinquency. But 
it is important that careful work is uncovering a great deal 
of medical-organic abnormality. 


For example, in only one division of our specialties— 
endocrinology—a study of 160 boys has brought out positive 
endocrine findings in 77 and in 26 of the 160, specific endo- 
crine therapy was instituted. That does not mean that in 
the 77 or even in the 26 cases, the premise is that the endo- 
crine disturbance was causative of the delinquency career. 
But it is felt that whatever the cause, cure will be aided if 
we take care of discoverable defects. 


We do have cases in Warwick in which it is clear that 
if it were not for some physical defect or disease, the boy 
would never have been sent to an institution for delinquent 
boys. It required a very special hearing examination not 
available in every clinic, an audiometer test—-to indicate 
that what had been taken for dullness and impudence or 
even incipient dementia praecox was a reaction to partial 
deafness on the part of one boy. There is a boy in the in- 
stitution whom thyroid extract has changed from a morose, 
troublesome, cringing youngster to an alert, independent, 
vigorous thankful and comparatively happy being. 


But, it is not our belief that the need for an effective 
health program is based on proofs regarding the relation- 
ship of physical defects and illnesses to delinquency. The 
major cause of a boy’s delinquency may be his neighborhood 
or the wretched economic conditions of his home, but we 
may, by general measures, build him up so that he can re- 
turn to his home and go on against the odds as successfully 
as does his own non-delinquent brother. We depend on 
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this program as a whole, for more general therapy. The 
same of course, is true of general medicine. We often build 
up the patient and do not get specifically at the infecting 
germ. 

In treatment, we cannot restrict ourselves to unit 
causes. It is not the scientific unit alone, not medicine, not 
psychiatry, not psychological measurements, not good social 
service alone, not vocational training alone, that is needed, 
but a complete unit—organized to find out why a boy comes 
to us anti-social and directed to change the anti-social pat- 
tern. In one case, it may be, as noted, thyroid extract, but 
in another, the thoughtful guidance by priest or chaplain, a 
follow up of the new religious stimulus in the home when 
the boy leaves the institution—in another, it may be the 
impact of an active recreational department in a boy who 
has never learned to play. Our idea is that if we study 
enough, we will find something in each individual boy for 
which one of the component parts of a modern institution 
ought to function—and when you find that thing, by study, 
by diagnosis, the treatment unit ought to be ready to carry 
on—working out the plan . . . checking the diagnosis by the 
results. 

“Never,” you will recall Dean Kirchwey said, “did I 
find one institution which made a scientific study of the in- 
dividuals and used the fruits of such scientific study in the 
daily life and practice of the institution.” I shall not tell 
you that Warwick now does, but it has made a beginning, 
a very meaningful and hopeful beginning, and against very 
many odds. Because despite brave words and fine intentions, 
the State has not provided for a regime which is adequately 
clinical. However, the best institutions will remain only 
symbols without great effort to make of them what they can 
be. So far as the Courts go, they can help most significantly. 
In the first place, is the court ready to admit the failure of 
the old ways? I do not pose as an authority in this matter, 
but back in 1926 and 1927, I was associated with Col. 
Arthur Woods, formerly Police Commissioner of New York 
and the late Dr. Thomas W. Salmon in tracing the careers 
of prisoners arrested by the police in 1915-1916-1917, and 
examined by the then existing Police Psychopathic Labora- 
tory. I am led by the results of our study—we had only a 
few hundred cases—to the belief that Dr. Glueck’s figures 
will be somewhat revised downward. Our own figures were, 
in so-called normal delinquencies, 55% failure; bad enough. 
But Glueck’s work is momentous in giving something of the 
order of magnitude of failure. If the courts here are will- 
ing to accept this as representing the facts by and large, then, 
I assume they will be of a mind to turn to extraordinary dif- 
ferent procedures. 

In what direction are the different procedures? Glueck’s 
figures may be taken to be an indictment not only of the 
Court but of its associated clinic. However, he was careful 
to point out that when the Court followed the clinic recom- 
mendations—the results were somewhat more hopeful. 

The important point is that the Clinic facilities were 
never adequate to its efforts, and the Clinic never acted as 
a treatment agency. If you gentlemen have been led to think 
that alt that is needed in your busy set ups is to introduce a 
psychiatrist and a psychologist to your court, we must sound 
the warning. That does not constitute a clinic. Dr. Mon- 
tague, I note, sounds the warning in her Annual Report for 
the New York Domestic Relations Court—there simply isn’t 
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staff enough to do the work. So does Mr. Ragan, this 
Court’s Director of Administration. 

If the courts—except for rare examples—have not ade- 
quate facilities for the Court-Clinic set up, would it not be 
better to take serious thought of what is the best use to make 
of such facilities as we have? And here I return to the in- 
stitution. Can we not all of us take the State at its word 
and make indeed out of its institutions Laboratories for the 
Study and the Treatment of Delinquent Boys? It is not 
only Warwick, but Children’s Village and the State School 
at Industry seem to be calling for the same sort of approach. 
And it can be accomplished with your aid, if, instead of 
using the institution as a last resort, you would use it as 
first aid in the truly difficult situation. 

When a boy is committed to an institution, we are 
usually appalled by the scarcity of information which is in- 
cluded in the court record about that boy—with some 
notable exception as for example, boys coming from West- 
chester County—Judge Smythe’s boys. 

More important is the attitude with which many a com- 
mitment is advised. Over and over again, we read in the 
Probation Officer’s summary to the Judge: ‘Since the boy 
has not responded to the efforts of the Probation Officer, it 
is earnestly advised that he be committed to the State Train- 
ing School for strict discipline. We believe that this is 
equivalent in clinical medicine to a report to a hospital ac- 
companying a sick patient—since we have failed with aspirin 
to reduce this patient’s fever of 104 degrees, it is recom- 
mended that he be hospitalized where an ice bath is avail- 
able. Every layman knows that fever may mean a mere 
cold, or appendicitis, or scarlet fever or meningitis—and the 
hospital is the place for diagnosis first and the treatment on 
the basis of diagnosis—not for treatment on the basis of 
foregone conclusions. 

So, failure on probation indicates among other things, 
not discipline, but a problem so complicated as to warrant 
first study and diagnosis. Take the boy that we mentioned 
above, whose teacher did not know that he had a partial 
hearing difficulty. The teacher mistook his physical hearing 
condition for dullness and impudence. To send this boy to 





an institution with the prescription that he needs discipline, 
is to deprive this boy of the chance that is due him. It was 
the audiometer examination that he needed and a plan of 
treatment based on his difficulty. 

We propose that the institution cease being a set up for 
custodial care in which “discipline” is meted out. We hope 
rather to make the institution a diagnostic center for prob- 
lem cases, and an experimental ground for new methods of 
treatment. 

Regarding both commitment and release to the com- 
munity, there is need to regard it as a flexible thing. In in- 
stitutions, points out Miss Rose McHugh, Assistant Com- 
missioner of the Department of Social Welfare, there is a 
combined technique in treatment—the technique of individ- 
ual case work and the technique of the group method. And 
until we get more accurate scientific procedure on a diag- 
nostic level, we cannot always know definitely which boys 
are best committed, which handled on the outside. There is 
need for much more experimenting with methods of getting 
boys in and out of the community via the institution. The 
institution experience is thus to be regarded as useable ex- 
perimentally—at different times and for no fixed period. 

The institution will begin to consider itself accountable 
for a larger task: This boy has been sent to us because he 
is anti-social. We shall have to show before discharging him 
that we have done something to change this anti-social set. 
The institution would be forced to measure parole on a 
clinical basis, and to heed Stearns’ warning: “To release 
a boy from an institution without adequate preparation in- 
sures defeat. It is like sending a soldier into a gas attack 
without a mask... .” 

If you gentlemen agree with this expression of the need 
to cast off the sort of institution Dean Kirchwey so vigorously 
rejected, and agree that in facing the failure of the past, we 
must boldly plan for the future, you can help us make in- 
stitutions worthy of their responsibilities. If for example 
the legislature desires to know in this year of economic need 
why institutions need more and different personnel, perhaps, 
you can help by warning that economy which makes for 80% 
failure is too costly budgeting. 


N. R. A. Legislation and the 
Supreme Court 


By ROBERT F. WAGNER, United States Senator from New York 


Broadcast over N.B.C. June 13, 1935. 


HE recent decision of the Supreme Court setting aside 
portions of the National Industrial Recovery Act, and 

the controversy within Congress and throughout the 
country regarding the future of that law, make it timely to 
review the entire subject in the light of its surrounding facts. 
In order to understand the spirit and intent of the Re- 
covery Program, we must turn our memories backward to 
the dreary days of early 1933. The small business man was 
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being bled white by the cut-throat competition of an arrogant 
and heartless minority, and even the mighty corporation was 
groggy from the repeated blows of tremendous losses. The 
farmer, after mortgaging his home to finance his crops and 
watering his fields with the sweat of his brow for wearysome 
months in the broiling sun, was finding the harvest less val- 
uable than the seed. Thousands of evictions tore families 
asunder and wrenched the home-owner from his long- 
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cherished hearthstone. Savings stored up during a lifetime 
of struggle and self-denial were imprisoned in closed banks 
or vanished over night in. the bursting bubble of the stock 
market. Banks and other financial institutions, bearing the 
cumulative burden of all these tragedies, moved onward to- 
ward that gloomy week in March, 1933, when confidence 
was killed and our whole monetary system came to an awful 
pause. 


Although his plight was long obscured by more spectac- 
ular events, it was the average worker who became the chief 
target for the slings and arrows of misfortune. The losses 
suffered by banker and business man and farmer may be re- 
captured upon the return of better times. But nothing can 
ever erase from body or soul the scars of hunger or the hu- 
miliating brand of unemployment. Upon millions of labor- 
ing people were visited trials and tribulations that can never 
be understood fully except by those whose own personal ex- 
periences have subjected them to poverty and its terrible in- 
security. With 15,000,000 already unemployed in early 
1933, 500,000 new victims every month were being severed 
from their source of livelihood and flung heartlessly upon 
the streets. Many who retained their jobs were speeded up 
to the health-shattering pace of 60 or 70 hours a week. The 
pay envelope became thinner and thinner, until in some in- 
stances it reached the unbelievable figure of 3 or 4 dollars a 
week. In the search for the cheapest labor, children of 14 or 
15 years of age were drawn into factories by the thousands. 
And at times these frail reeds for the support of whole fam- 
ilies were paid 2 or 3 cents an hour. As conditions grew 
even worse, public morale was shattered, the strongest seemed 
powerless to act, and an entire nation descended into the 
gloomy vale of abandoned hopes. 


When we ask ourselves the challenging question why 
the forces of revival lay cold and still, what answer suggests 
itself? Surely there was no lack of natural resources. Surely 
the strength and energy and genius of our people had not 
perished. The main obstacle to recovery was an outworn 
philosophy of government that had been suited to the ox-cart 
era, but that was totally unadjusted to the machine age. 
This outworn philosophy insisted upon extreme individualism 
at a time when the individual had become the helpless vic- 
tim of forces too big and too powerful for him to control. 
Those people who clung to this philosophy failed to perceive 
the need for national action, although our mighty industries 
had burst the bounds of conventional State lines and were 
country-wide or even international in their scope. They 
scoffed at the possibilities of Nation-wide cooperation, al- 
though cooperation was the only safeguard against social dis- 
integration on one hand or radical overthrow on the other. 


Finally, with the advent of President Roosevelt, there 
came to power a leadership which grasped the realities of the 
situation, which knew that we must sink or swim as a united 
nation, and which put into effect a program embodying this 
ideal. 

The record of that program is written indelibly into the 
lives of our people. Systematic and sympathetic relief has 
redeemed the pledge that no one in America shall be allowed 
to starve. Comprehensive public works have gone even 
further by recognizing the principle that in so far as pos- 
sible the willing worker shall have the right to work. The 
farmer is again rejoicing in the fruits of his efforts. The 











home owner, having secured loans to refinance his indebted- 
ness, is again secure and happy in the warmth of his do- 
mestic circles. 


The average citizen with a thousand daily cars may 
have found it hard to grasp all the complexities of govern- 
mental machinery. But there has been one parcel of legisla- 
tion standing out like the sun at high noon, visible to all ex- 
cept the blind. This legislation was fundamental because it 
came to grips with causes as well as results. It appealed to 
thoughtful business men because it provided an opportunity 
to create order out of chaos, to manufacture and sell goods 
with a better knowledge of the market, and to restrain the 
demoralizing practices of the price slasher and the wage 
cutter. It appealed equally to workers because it recognized 
that the real dynamo of industry was not closed banks and 
idle factories, but the human materials of America. Its first 
and guiding principle was that recovery was neither possible 
nor worthwhile unless it meant the rehabilitation of the 
workers of this country. With its promise of fuller employ- 
ment, shorter hours, better wages and the right to bargain 
collectively, the National Industrial Recovery Act drove its 
appeal to the hopes and aspirations of nameless men and 
women from coast to coast. 


One does not have to delve into volumes of statistics 
to prove that the recovery act has been helpful to business. 
Every observant person knows that the last two years have 
changed losses into profits and converted despair into hope. 
It will be enough to mention that the earnings of 1,435 rep- 
resentative industrial and trading establishments rose from 
$640,000,000 in 1933 to $1,071,000,000 in 1934, showing a 
gain of over 64 per cent. 

The benefits that have been conferred upon the com- 
mon man are known wherever working people congregate. 
If we glance at random at a cross-section of industry, we 
find that employment has been increased by 100,000 in cot- 
ton textiles, by 50,000 in the clothing industry, by 30,000 in 
hosiery manufacturing, by 90,000 in iron and steel, and by 
180,000 in the retail trade. In all, not less than 3,500,000 
people have been transferred from the pavements to their 
customary occupations. A quarter of a million children have 
been withdrawn from the sweatshop. Hours of labor have 
been notably reduced. Forty or fifty cents an hour, low 
though that may be, are now being paid in occupations where 
3 or 4 cents an hour was the rule two years ago. The an- 
nual volume of wages has increased by $500,000,000. The 
greatest gains, however, cannot be conveyed by cold figures. 
They are evidenced by the renewed faith that our Govern- 
ment has returned to its original purposes as a humane in- 
strument for the protection and advancement of all the peo- 
ple of the country. 

It is unthinkable that in the face of these results, we 
should return to the destructive planlessness which existed 
two and a half years ago. Yet that is precisely the direction 
in which the captains of reactions are trying to steer the 
country. If they advanced concrete proposals to cure the 
imperfections that naturally exist in any new experiment, we 
should welcome their advice. But not one of them has a 
single constructive substitute. United they stand in blowing 
the bugle of retreat into the tanglewood of disorganization 
and chaos. 


In seeking to vindicate their position before the Ameri- 
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can people, these captains of reaction have again mounted the 
hobbyhorse of supposed States rights. Every time the Fed- 
eral Government takes a step, they have a nightmare about 
the overthrow of our system of government. 

Why do not these gentlemen wake up and look at eco- 
nomic realities? Did the misery and discontent of three 
years ago show a fine respect for State lines? Was it pos- 
sible to keep wages in one section up when competitive wages 
in other sections were tumbling down toward zero? Did the 
manufacturers of the East have a ready market for their 
products when the agricultural West was in ruins? Until 
the Federal Government acted two years ago, the States 
were utterly powerless to prevent the trend toward com- 
plete social disintegration. ‘These people know that a return 
to State action will mean no action at all. They are opposed 
to Federal action not because it has failed, but because it has 
succeeded—succeeded in laying the foundation for a better 
distribution of opportunity among nameless millions of 
Americans. 

On May 27, the Supreme Court of the United States 
handed down its decision in the Schechter case, invalidating 
certain portions of the National Industrial Recovery Act. Be- 
fore nightfall of that day the opinion of the court, hastily 
read and distorted to suit selfish purposes, was seized upon 
by all the forces of reaction as a mandate requiring the com- 
plete abandonment of our Federal program. Any one who 
has studied the history of our country will not be surprised 
to find some people misconstruing and misrepresenting lan- 
guage of the Supreme Court and of the Constitution itself 
in an attempt to make both serve as instruments for op- 
pression, rather than as the guardians of freedom that they 
truly are. 

We do not utter a word of disapproval of the decision 
of the Supreme Court in the Schechter case. We disapprove 
only of the erroneous constructions that have been placed 
upon it by designing people. We retain our enduring faith 
in constitution government and our confidence in the wisdom 
and statesmanship of our highest court. It is our intent to 
follow the Schechter decision, not to disobey or circumvent 
it. We recognize that the court, in its severe criticism of 
the delegation of legislative power to a wide variety of pri- 
vate agencies unanswerable to the people, has taught us a 
lasting lesson in good government. We are thankful for 
the services that have been performed by the court in order- 
ing Congress to chart a clearer and more defined course as 
to what affects interstate commerce and what does not. We 
are prepared to make plans for changes in legislative detail 
and in administrative organizations that will conform to the 
Supreme Court’s decision. 

But we do not believe that there is a single letter in the 
Schechter decision which makes it impossible for the Federal 
Government to cope in any way with economic problems that 
challenge the whole Nation. We find no evidence in the de- 
cision that our Constitution compels us to bow our heads 
before the dreadful consequences that inaction would bring. 
During the past few weeks I have received hundreds of let- 
ters from people in all walks of life, mailed during the first 
days after the Recovery Administration was shorn of its 
powers. ‘These letters tell a moving story of what will hap- 
pen if the old conditions are allowed to return. 

One small business man writes: 

“N. R. A. helped us give employment for necessary re- 





pairs and improvement to our store. It has put us in a 
frame of mind of still expanding our store, and so give more 
employment. But now, we are uncertain. We fear the 
thought of returning to the bitter cut-throat conditions that 
existed before N. R. A. Senator Wagner, I am sure that 
you will act to protect small business gains.” 

Another communication, from a worker, says: 

“In the past year, I saw the light of day, I enjoyed the 
luxury of a free week end with my family. Now the inferno 
is roaring again, the sweat pouring again. It is all gone. 
My pay has been reduced, my hours have been lengthened, 
and I have been told to report on Saturdays. All this in the 
short space of two days—it is very bewildering.” 

Congress does not intend to surrender. The first 
evidence of its determination to go ahead came last month, 
when the Senate by an overwhelming vote passed the Na- 
tional Labor Relations Bill, designed to make section 7(a) of 
the recovery act permanent law and to dignify it with ade- 
quate enforcement powers. Under the breakdown of section 
7(a) the vast majority of American workers were deprived of 
their precious right to bargain collectively. They saw the 
pledge, made by the Government they trusted, violated with 
impunity. They breathed the heavy atmosphere of discrim- 
ination, and they were denied just participation in the re- 
building of America. 

This condition was a menace to every worker in 
America, to those who were free as well as to those held in 
economic bondage. No worker anywhere could regard his 
future with serenity so long as millions of his fellows were 
subjected to oppression, and so long as the Government was 
not ready to vindicate that portion of the law which meant 
most to working people. No enlightened business man had 
a sense of security so long as workers were unable to help 
him combat the depression, producing practices of the sweat- 
shop and the wage exploiter. Nor could any business man 
feel comfortable so long as the causes for industrial strife 
were running rampant throughout the land. 

On the ashes of disappointment and frustration regard- 
ing Section 7(a) Congress is now prepared to raise a 
sounder structure to safeguard industrial liberty. For two 
years the National Labor Relations Bill ran the opposition 
of every brand of false propaganda. Finally, public senti- 
ment became overwhelmingly conscious of the fact that the 
company-dominated union was a sham and a delusion, and 
that the right of workers to be free men in fact as well as in 
name was a precious heritage that should be unflinchingly 
protected. Without question, action by the House will make 
this bill law before the adjournment of Congress. 

The second step forward was taken this morning when 
the Senate, following the House, passed a resolution partially 
extending the National Recovery Act until April 1, 1936. 
This legislation will afford an opportunity for additional 
study and reflection upon the mistakes as well as the ac- 
complishments of the past two years. It will break the 
ground for permanent legislation, | hope and trust, at this 
session of Congress. In the meantime, it will permit the 


continuation of «he principles of the National Recovery Act 
upon a voluntary basis. 

But let us bear in mind that additional legislation there 
must be. We must not permit the stalemate of our Nation- 
wide struggle to maintain decent standards for the business 
men and working people of America. 


We must repudiate 
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for all time the type of recovery that is based upon wrecking 
honest enterprise by the foul methods of unfair competition, 
or upon the degradation and exploitation of labor. Neither 
the sweat shops’ days nor the pauper’s pay can be counte- 
nanced again. Never again shall our children be drawn 
from the school into the factory. 

The fundamental issues today are the same as they 
were several years ago. Is the protection of the human ele- 
ment in industry to be a principle of government? Is a fair 


A Policy ot 


level of wages to be safeguarded against the assault of the 
cut-throating exploiter? Are children to be chained to the 
factory bench? Are sweat shops to flourish? Is business to 
be stabilized and are profits to be made secure by establishing 
order in industry? Are the instrumentalities for social jus- 
tice to be preserved from the onslaught of reactionary in- 
fluences? This cause is not the cause of a particular party 
or of a particular administration, but the cause of humani- 
tarianism in America. 


Abundance 


By FRANK KNOX, Publisher of the Chicago Daily News 


Delivered before the Triennial Convention of the General Federation of Women’s Clubs, at 
Detroit, Michigan, June 7, 1935 


party in a popular democracy to serve as the party of 

opposition. It is both its duty and its right to vigor- 
ously oppose the proposals of the majority when it thinks 
such proposals are unsound or unwise. This has been the 
traditional function of the opposition since popular govern- 
ments began. The present majority, when it was a minority 
in 1928, followed exactly such a course. Nothing could be 
more inconsistent, therefore, than the invariable retort of 
the present democratic administration leaders, who, finding 
it impossible to satisfactorily meet the challenge, seem to 
think that they fulfill all the necessities of the situation when 
they blandly ask, “Well, what would you offer as a substi- 
tute?” The requirement laid upon the opposition or mi- 
nority in a popular government is to oppose, vigorously and 
militantly, everything that they think to be wrong, with- 
out disclosing, or even without developing a complete con- 
structive program of what they would do if they became the 
majority and were in power. Indeed, this is precisely the 
policy pursued by the present democratic administration 
when it was the minority. The country will not soon for- 
get the viciously unfair “smear Hoover” campaign of 1929 
to 1932. Nor will memories soon pass of the violently ob- 
structive tactics of the Democratic Party when it obtained 
control of the lower house in the last two years of the 
Hoover Administration. Throughout that entire period, not 
the faintest suggestion of the program which the Democratic 
Party has followed since it acquired power, appeared in legis- 
lative proposals. It was only after the fourth of March, 
1933, that the country learned anything whatever of the 
New Deal and its curious and unprecedented proposals. If 
a more complete answer to the sneering question, “Well, 
what do you propose as a substitute?” is required, it may 
be found in the rejoinder—the Democratic platform of 
1932, upon which the present administration was elected. 
That document outlined a program for the country as dif- 
ferent from the program which has been followed as Carter 
Glass—a Jeffersonian Democrat—differs from Rexford Tug- 
well, Number 1 brain truster. 


I: is a proper and appropriate function of the minority 


However, while the function of the minority is to 
oppose, the Republican Party in the present crisis is not 
satisfied with mere opposition. It does have an alternative 


program whose chief virtue will be found to be that it is 
in accord with human experience, harmonizes with human 
behavior, recognizes the obligations of modern society to 
those who through no fault of their own find themselves 
helpless in the present economic maelstrom, violates in no 
particular the great fundamentals of popular government 
given sanction by 150 years of successful national life in the 
American republic, and holds out a hope to the young men 
and young women of today of the same chance for self- 
development and success which we, our fathers and our 
forefathers, have enjoyed for a century and a half. 


In the first place, the Republican Party believes that 
the return to prosperity can be accomplished and the neces- 
sary reforms effected without any change, whatever, in the 
Constitution of the United States. 


We Republicans hold that nothing could be more cer- 
tain to bring disaster upon all—rich and poor alike—than 
the continuance of the present wildly profligate spending 
policy of this administration. It has already added Eight 
Billions to the national debt. It has obligated us in con- 
tingent liabilities to Seven Billions more, and appropriations 
already authorized, but as yet unspent, will add another 
Seven Billion Dollars to the towering mountain of our 
debts. I need not tell women like you, who are the family 
economists of the nation, what invariably and inevitably 
happens to a family which over a long period of time per- 
sists in spending more than it receives. Ever since this 
present Democratic administration came into power, we have 
been spending more than $2.00 for every dollar of income. 
We have borrowed and spent until the federal credit itself 
is threatened by a proposed addition of only two billion 
dollars more, and for this we have the word of the President 
himself. 


It is the pleasant custom of the leaders of this ad- 
ministration when charged with extravagance to counter with 
the question, “Would you let people starve?” ‘That is sheer 
demagoguery of the most vicious type. The Democratic 
Director of the Budget, who resigned for reasons of con- 
science, after a painstaking investigation advised the Presi- 
dent that all of the necessities of the unemployed, if pro- 
vided by cash relief, could be met by an annual appropria- 
tion this year of $1,200,000,000. In lieu of this, the ad- 
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ministration appropriated nearly $5,000,000,000. Ab- 
stractly, and if the jobs could be found and we could af- 
ford the expenditure, it is better to provide work than cash 
relief, but after more than five years of depression with 
private incomes reduced to the lowest point and with taxes 
already a crushing burden, to disregard the practical facts of 
the situation and be indifferent to the effect on the morale of 
the whole country in order to follow counsels of perfection in 
relief, is impractical, visionary and morally wrong. We 
hold that the needs of the unemployed can be fully met so 
that none need starve or suffer the lack of necessities and 
the budget be balanced at once out of our present tax reve- 
nue. And we add with conviction that nothing would con- 
spire more quickly to restore confidence, reopen idle fac- 
tories, give employment and swiftly reduce the number of 
unemployed. 


The Republican Party opposes the monetary policy of 
the present administration. In the alleged interests of the 
debtor class, forty per cent has arbitrarily been taken from 
the value of every citizen possessing property whose value 
is measured in dollars. ‘This was supposed to lighten the load 
of the debtors. The experience of the past two years has 
shown that this was a false hope. The effect of the de- 
valuation of the dollar on the price level is so minute as to 
be almost non-existent. The arbitrary, artificial increase in 
the price paid by the government for newly mined gold and 
silver has had as its chief effect, an enhancement in the value 
of gold and silver mining shares. Billions have been added 
to the property of these small classes without any correspond- 
ing benefit to the people as a whole. Furthermore, as the 
effect of this legislation upon the sacred promise of the gov- 
ernment made to its own citizens who loaned money to the 
government, a fearful and ineradicable stain has been put 
upon the good name and the faith and credit of the United 
States—a stain written in the austere language of a Supreme 
Court decision. But, even more disastrous in its conse- 
quences, this policy of devaluation and artificial price fix- 
ing has affected popular confidence in the integrity of the 
dollar itself. The grave need of the country, in order to 
escape from the depression, is the investment of private 
capital in business to the end that men may be employed, 
their purchasing power increased, consumption stepped up, 
unemployment decreased and the standards of living 
heightened. So long as the future value of the dollar re- 
mains uncertain; so long as those who have capital reserves 
are fearful of future policy touching the dollar, they will 
be timid and reluctant to make these necessary investments 
essential to a return to prosperity. With our banks bulg- 
ing to a degree never true before with unspent reserves, 
private capital awaits positive assurance as to the future 
stability of the dollar before it will embark on new enter- 
prise or on the expansion of old enterprises so necessary to 
reemployment. Outside of the trifling and minor advantage 
in foreign trade, the monetary policy of the present adminis- 
tration has served only to retard recovery and lengthen and 
deepen the depression. Proof of this—if proof be required 
—may be found in the steadily mounting total of families 
dependent upon public relief. The number has considerably 
increased in a little more than a year. 


One of the strangest and most un-American of the New 
Deal policies which the Republican Party opposed, was the 


curious attempt, now happily ended by a decision of the 
Supreme Court, to imitate continental Europe by imposing 
a rigid government control over industry through the NRA. 
Regimentation of industry has been the resort of both Com- 
munist and Fascist governments in Europe. It constituted 
an utter contradiction of the American principles of free 
untrammeled enterprise and initiative. It was not only 
foreign to our habit in the past, but was utterly inconsis- 
tent with the true American spirit. Even before the high- 
est court in the land declared it unconstitutional and thereby 
wiped it out, it had failed—as it should have failed—and 
was finding its most vocal opponents within the ranks of 
the Democratic Party itself. Long before the Supreme 
Court brought in its momentous and clarifying decision, the 
experience of the law two years with NRA must have taught 
even the New Dealers that Rome, Berlin and Moscow can 
provide us with no panacea for the ills of American business. 


The Republican Party challenges in its fundamentals, 
the administration’s attempt to solve the farm problem. It 
does not believe that the solution lies in the restriction of 
production—in the pursuit of a policy of scarcity. We 
would apply to agriculture substantially the methods we 
have found successful in industry, recognizing always the 
greater and more perfect control which can be exercised 
over industry contrasted with agriculture. The size of the 
output of a factory is always susceptible to complete con- 
trol. The size of a farm crop depends to a considerable 
degree upon the forces of nature which are beyond our con- 
trol. Because of a curious and inexplicable indifference to 
obvious physical facts, such as the known lack of moisture 
in the soil and the lack of Spring rains in our great agricul- 
tural regions, this administration persisted in a policy of 
artificial restriction of food crops, coupled with an actual 
destruction of both plant and animal life, with the conse- 
quence that today we are forced to import from abroad mil- 
lions of dollars in food products in order to feed our city 
populations, and with no resultant benefit whatever to the 
American farmer. 


No one will challenge the necessity of temporary re- 


lief to the farm population just as we have had to provide 
relief in our cities, but on the farm as in the city, this must 
be recognized as wholly temporary and of an emergency 
character. This administration, however, proposes to make 
these emergency measures involving restriction of output, 
permanent in agriculture. 


I have said that the approach to the cure of the ills 
from which agriculture suffers should be much the same as 
our approach to industrial difficulties. What do we do in 
industry when we find a failing market for the goods manu- 
factured? We may, of necessity, temporarily reduce pro- 
duction, but if we are smart, wise business men we initiate 
research at once to discover foreign markets and new uses 
for the things we make. Applied to agriculture this would 
require the most vigorous efforts to find foreign markets 
for excess farm products and so long as there are in the 
world a billion six hundred millions of people who are liv- 
ing at this moment just above the border line of starvation, 
resourcefulness and ingenuity will find a way to supply a 
part of this demand. 


But, of more important and direct interest is the second 
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alternative—the discovery of new uses for the products we 
make. ‘This opens up the immensely promising and fruit- 
ful field of utilization of farm products in industry, the 
limits of the possibilities of which no man may measure. 
Only a few days ago I participated in a conference at Dear- 
born which was devoted exclusively to the discussion of this 
possibility. Until I attended that conference and listened 
to the scientists who spoke, I had no appreciation whatever 
of the immense advances made by chemistry in the uses of 
farm products in industry. After attending that conference 
and listening to the chemical engineers and the industrialists 
who participated, I am utterly convinced that a considerable 
portion of our farm problem may be met; that our farmer’s 
income may be restored and actually increased, by an in- 
telligent policy promoting the use of farm grown products 
in the manufacture of commodities. 

In the past two or three years chemistry has found 
more than 30 derivatives of the Soy Bean useful in industry. 
Every car produced by the Ford Company this year will 
be finished with an enamel, the oil in which is a product 
of the Soy Bean. The plastic material from this bean will 
also furnish the windshield rims and a number of other 
attachments on the car. One of the large automobile manu- 
facturers will this year use the products of more than sixty 
thousand acres devoted, exclusively, to the cultivation of 


Soy Beans. 


At the present time we import almost all of our hemp 
used in the manufacture of carpets, cordage and similar com- 
modities. Hemp can be grown as readily as corn in Ameri- 
can soil. Within the past six months, new chemical processes 
have been developed which speedily and cheaply separate 
the hemp from the residue of the plant. Already a plant 
costing more than a half million dollars has been established 
in Illinois for the manufacture of hemp products from 
American hemp. 


All over the south, southern slash pine grows. Chemi- 
cal experience has demonstrated that this tree which grows 
to commercial size in from four to seven years, will readily 
supply the pulp from which our entire needs in print paper 
may be made. We are now importing two and a half mil- 
lion tons of print paper from foreign lands at an approxi- 
mate cost of $40.00 per ton. Here alone is an ificrease in 
the farmer’s income of the south of $100,000,000 annually, 
to partially take the place of the foreign cotton market which 
has been cut in half by the unwise cotton policies of the 
present administration. 

The use of alcohol derived from farm products as a 
blend with gasoline for motive power in our combustion en- 
gines is a demonstrated possibility. It is not yet an economic 
possibility because of the high cost of the extraction of 
alcohol from farm products contrasted with the present cost 
of gasoline. This obstacle, however, under the driving forces 
of an aroused chemical industry, is sure to be overcome. 
Indeed, some of the leading chemists insist» that through 
volume production of alcohol from this source, itr cost can 
be reduced to a point where a blending of 10 per cent al- 
cohol with 90 per cent gasoline is possible. Contemplate 
what this subject alone would mean when it becomes eco- 
nomically possible. We used last year seventeen billion 
gallons of gasoline in the United States. 10 per cent of 
this consumption—and the annual consumption goes up each 


























































year—would be one billion seven hundred million gallons 
of alcohol. To produce the alcohol for blending purposes 
would require 700,000,000 bushels of corn, or 675,000,000 
bushels of wheat, or 750,000,000 bushels of rye, or two 
billion bushels of potatoes, and in addition, in its manu- 
facture, it would require 90 million bushels of barley. The 
operation of the necessary plants to distill the alcohol would 
also employ from eight to ten million tons of bituminous 
coal. It would give employment to hundreds of thousands 
of workmen and, most important of all, through such use 
of farm products, this item alone would restore farm income 
to its highest peak of any previous year. 

The permanent cure of the farm problem—an abso- 
lutely essential condition to general prosperity—will be 
found, I am convinced in two things: A reduction in the 
unit cost of production, and the expansion in both the mar- 
kets and the uses of products grown on the farm. We must 
cease to regard the farm exclusively as a food factory. It 
must continue to be that, but it must also be a source of 
supply to industry. 


Finally, let me approach if I may, the entire subject 
from a different angle. There are in this country at the 
moment, a huge number of bewildered, discontented and 
impoverished people—ready victims for the wiles of the 
demagogue or the panaceas of the visionary. The voices 
of both are heard in the land and they are attracting their 
followers by the millions. What do these new leaders of 
popular discontent offer their followers? Substantially, 
these three objectives: A share in property, an assured in- 
come, and security in old age. These are sound objectives. 
The yearning for all three is found in the heart of every 
man. It was to attain these precise objectives that Wash- 
ington, Franklin, Madison and Hamilton and their col- 
leagues, labored to bring forth on this continent the 
institutions of government under which we now live. They 
saw in the future, a happy, prosperous land, self-governed, 
in which the overwhelming majority of the people would 
either own the farm they tilled, own the business they op- 
erated or, if they were workingmen, own the home in which 
they lived. They set up a system of government which was 
designed to govern a people in which always a large majority 
should have a stake in the country. The very system they pro- 
duced made this an essential condition for they recognized, 
unerringly, that should the time ever come when a minority 
owned all the property, the majority would take it away 
from them and establish a socialized state. To meet these 
conditions, the wise men who wrote the Constitution held 
out no hope to the men of their day that these blessings, uni- 
versally craved, could be secured without effort or work. 
What they tried to do—and did so ably—was to provide a 
system under which men would have the chance, through 
work, to achieve these objectives. Their “share the wealth” 
ideas rested on a sound foundation of individual industry and 
thrift and not upon the impossible gifts of a paternalistic 
government. Conditions, however, have changed radically 
since the Constitution was written, when substantially every 
farmer lived on his own land, every business man owned his 
own business and a great number of workers owned their 
own homes. Since then, private ownership of farms due to 
a long continued depression in farm business, has decreased 
and tenant farmers have multiplied. In the business world, 








ae 














642 


Vital Speeches of the Day 


DOP RB 


[Vol. I, No. 20 





the corporation was born to provide the huge amount of 
capital necessary for current business. Both contingencies 
operated to reduce private ownership and private responsi- 
bility for property. 

The challenge to American statesmanship today is to 
find sound, sure ways to restore prosperity to agriculture, 
so that the overwhelming majority of farmers may own 
their own land, and to bring about conditions in business 
which will reverse the unmistakable trend of the past twenty 
years toward greater and still greater combinations of capi- 
tal. A testing of the depression has disclosed that business 
units may grow too big to be efficient; that unless protected 
by either secret combinations in violation of the law, or 
as recently, through legal sanction by the government, the 
smaller, more efficiently managed units invariably are able 
to produce at a lower cost and more profitably than the 
great, huge, unwieldly combinations too big for the per- 
sonal direction of one mind. To check this tendency toward 


greater and greater combinations in the control of industry, 
it is essential that we take steps forthwith to reestablish and 
strengthen the laws governing competition so that this great 
principle upon which our whole system of political philoso- 
phy depends, shall have a chance to operate. American busi- 
ness must learn—if it has not already learned—that it cannot 
continue to exist under a business philosophy which relies 
upon competition for the protection of the consumer and at 
the same time constantly seek to destroy the efficacy of that 
principle. What we need in American business is a restora- 
tion of the competitive principle which will, automatically, 
decentralize business, reduce the size of those too big and 
unwieldly through stock ownership in smaller concerns and 
spread popular ownership in industry still further thus re- 
storing on both farm and in the city that essential condition 
of property ownership by the overwhelming majority which 
is absolutely essential to the preservation of democratic 
institutions. 


Freedom 


By G. K. CHESTERTON 
Broadcast from London over British Broadcasting Corp. and Columbia Broadcasting System, June 11, 1935 


been especially asked to speak as a Catholic. I should 

have been very willing to speak as an Englishman 
about a true national tradition, which appears perhaps not 
so much in politics as in life and literature. 

If I wanted to call up the true spirit of English lib- 
erty, | think I should call up Sam Weller, or should I 
confine myself to that thinker’s views on “habeas carcas,” 
pedantically called “habeas corpus.” Were I to do that, 
it would all be very jolly. We would all agree and we 
would all be dressed in gaiters. I need hardly say I’d 
be dressed in Mr. Pickwick’s gaiters. 

But when a man is directly asked about his religion, 
that is, his view of supreme truth, he must testify—even 
if his testimony is entirely unpopular. Miillions of sincere 
and intelligent listeners probably expect a Catholic to be 
a little doubtful or a little apologetic on the subject of lib- 
erty. But I don’t feel apologetic in the least; and I have 
no doubts about the matter. 

I am going to point out to you that Catholicism cre- 
ated English liberty, that the freedom has remained exactly 
insofar as the basis remained; and that were it as true that 
all our faith is gone, all our freedom is going. If I do 
this, | cannot ask most of you to agree with me. If I did 
anything else, I could not ask any of you to respect me. 
Now, up to a point I am entirely agreed with those Eng- 
lish speakers who have praised our Parliamentary safeguards 
and have identified them with the ideal of a free country 
or a fair trial. Nobody can deny that the Jury, and the 
Commons and the common law were all of Catholic origin 
and fully established in purely Catholic times. Juries are 
nearly as old as Christendom; Parliaments came from 
medieval Spain; abbots were elected by monks long before 
politicians were elected by mobs; and, as a great Protestant 
historian has said, “Roman ecclesiastics were responsible 
for the Golden Age of the common law.” They laid the 
foundations of that fundamental conception of liber et leg- 


[ this series on the vital question of “Liberty,” I have 


alis homo, the “free and lawful man.” Remember that 
phrase, because the whole modern world is dissolving in 
anarchy and tyranny by forgetting it. 

The free man is he who is in charge of himself; who 
may and does damage himseif. He may smoke too much; 
drink too much; work too hard; walk too little. He or 
she may starve fanatically, either for fasting or for slim- 
ming; but he or she decides. The slave is not a man who 
is beaten or badly treated. Some slaves were pampered as 
domestic animals are pitied; but the slave, like the dog, is 
not in charge of himself. We decide how the dog shall live 
and, alas, when the dog shall die. Now the only limit on 
the free man is that he must be also the lawful man. He 
must not die except as a punishment for his own crude act 
in breaking a public law. Once forget—once let go of that 
principle and everything perishes. But especially freedom. 
Once begjn to talk about it being better for the community 
that this sort of man should die, and it is death for us all. 

Whether a man did strangle his grandmother is a 
matter of fact which can be decided in a fair trial. Whether 
a man inherited from his grandmother a temperament which 
makes him a suitable subject for strangling, is a matter of 
opinion. And what is called an expert on it is simply a very 
opinionated person. Now, the non-Christian modern world 
is already rapidly losing sight of that truth. If I steal an 
umbrella, knowing that the penalty is a week or a month, 
I am a free man even in prison. I have entered prison 
freely. But if you call it purity, I’m not free anywhere; 
I am in prison until certain total strangers choose to say I 
am cured of my enormous appetite for umbrellas. I am not 
only not at liberty, but I am not under a law. I am not 
under a law, I know; I am under an opinion, which nobody 
knows. 

Probably not a living creature knows this: that Christen- 
dom did not only establish the common law right to be tried 
as a free man; it established the “common lands,” which 
have since been largely destroyed; laws against usury and 
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monopoly, under-cutting commercial conspiracy, which have 
since been destroyed. The guilds protecting the small trader, 
which have since been destroyed. 


And now let me make myself generally offensive by 
being conscientious in public. I have said that I do not 
deny that juries and parliaments have helped liberty; I have 
said that nobody denied that juries and parliaments came 
out of the old Catholic civilization. But if you suppose that 
I admit—or that any Catholic is bound to admit, that the 
modern world, the world that came out of the Renaissance 
and the Reformation; if you suppose that we admit for a 
moment that that modern world has increased liberty, we 
answer that it has very nearly destroyed liberty. 


By way of making myself yet more unpleasant, I want 
to say that liberty is most nearly destroyed in non-Catholic 
countries, like America and Prussia and England. Mr. 
Baldwin, for whom I have a very warm respect, has said 
that liberty is the very air we breathe, in which case I fear 
he must be feeling a little asthmatic. By this time, the 
Protestant states are far less free than the Catholic states. 
Anyone knows that, if born under the Dictatorships, which 
openly deny freedom. 

Only incredibly ignorant people will identify Catholi- 
cism with Fascism or its Prussian parody. The Pope has 
repeatedly protested against the whole theory of the absolute 
state, and in that, as always, interprets the common Catholic 
instinct. I for one hate the regime of Hitler; and most 
Catholics are even more doubtful than I am about the regime 
of Mussolini. Let us agree for the sake of argument that 
such a foreign system is a tyranny. It does, indeed, almost 
boast of being a tyranny. But if you imagine that any ordi- 
nary Italian would think the state of modern England a state 
of liberty, his answer would startle you very much. He 
would probably ask to be taken back to his tyrant. He would 
be more horrified by Dora than by Dictatorship. When he 
found that there were next to no peasants, and next to no 
one in the London street owning his own shop, he would be 
amazed. If Mussolini were to forbid all lotteries, as we 
forbid the Irish Sweepstake, the Italians would think Musso- 
lini was mad—not metaphorically but materially, medically 
mad. For more than ten years the great American de- 
mocracy declared that drinking wine was wicked; that the 
wine which Christ made out of water was a poison forbidden 
for all men and forever. The English Parliament, being 
famous for compromise, has decided that wine is not a poison 
at five minutes to three, but becomes a poison at five minutes 
past three. If you told any normal Italian that it was a 
poison at five minutes past three, he would not bother about 
the morals, or anything so manifestly mad; he would only 
say, “how unlucky that even the strong brain of the Duce 
has broken down under the strain of this terrible interna- 
tional crisis.” 

Now, it is just here that I ask that you remember those 
two ancient theories about freedom. First, the free man 
owns himself. He can damage himself with either eating or 
drinking; he can ruin himself with gambling. If he does 
he is certainly a damn fool, and he might possibly be a 
damned soul; but if he may not, he is not a free man any 
more than a dog. The second is that the code concerns the 
common people, the general mass of men. It is well to re- 
member them sometimes, for they have been totally forgotten 








in all this modern social theory in the 19th and 20th 
Centuries. 

All men mean something—even modern historians. 
What do they mean when they say that liberty began after 
the Reformation and grew in the modern world? It began 
in the 17th Century sects, with what was called the liberty 
of prophesying—and everyone knows that has descended to 


the modern sects. Nobody will say that Mr. H. G. Wells 
has not had the liberty of prophesying. 

And then came the liberty of preaching, and specifically 
the liberty of printing. The great name of Milton is at- 
tached to the first demand for a general liberty of printing. 
Now I am not going to abuse Milton, but there is no doubt 
that there is that one very black blot upon his name, that 
he was a literary man. And all the liberty that has followed 
has been very limited liberty, because it was only literary 
liberty. The Protestant world concentrated entirely on the 
liberty of opinion; it forgot everything else—the liberty of 
life, of livelihood, the free choice in daily affairs, a free 
man’s ownership of his own house, tools, and his own body 
and soul. 

Anybody may write a pamphlet, anybody may lead a 
party, anybody may found a sect. And the result is bad— 
nobody may own a farm, a shop, nobody may drink a glass 
of beer or bet on a horse. 

Now I ask you in all commonsense to consider that 
from the standpoint of the common people. Suppose you 
go up to an ordinary, poor Englishman—a navvy or a porter 
—and supposing you speak to him as follows: “It is true 
that you are a servant; it is true that you are forbidden to 
drink as your fathers drank; it is true, in short, that your 
ordinary, human habits which are a part of history have been 
abruptly forbidden. But you, too, may wish to found a new 
sect. You are quite free to do so. Should you desire to 
write a pamphlet on polygamy and progress you will not 
be prosecuted. Lift up your heart, therefore, over the liberty 
of your country, as compared with the tyranny of foreign 
lands.” 

Will you pardon me if I have no patience with such 
nonsense. How many human beings want to found sects, 
or to write pamphlets? How do they compare with the mil- 
lions of the tragic human race, who would like a roof over 
their heads, to grow potatoes for a family not a firm, and 
a little relief from their pain and labor in festivity or sport? 

The two latter examples I have given you have been 
chosen because they are balanced indifferently for me. I like 
beer. There is nothing that bores me quite as much as 
horse-racing. But I have some sense of human rights and 
I have a very strong sense of human needs. What you have 
done by your Protestant, progressive liberty is to sacrifice all 
common rights and needs to the special need of a few people 
to air their opinions. You have committed a crime from 
which you still suffer. You have left liberty to nobody ex- 
cept to people like me. Do not mistake me. I do not want 
censorship: I want an opposition, much more of an opposition 
than we have now. 

Some of my Catholic friends say, ““You’ve always talked 
about a verbal liberty—you’ve hardly ever talked about a 
vital liberty.” This gave a huge advantage to cranks. The 
faddist was free to preach his fad; but the free man was no 
longer free to predict his freedom. 


So, prohibitions spring like a prairie fire. So, rightly 



















































9 «heey eA 


644 


Vital Speeches of the Day 


[Vol. I, No. 20 





or wrongly, we now think it natural that the poor have no 
choice of schools for their children, or the medical spending 
or not spending of their own money. But one supreme fad 
was finally fatal: we used economics against ethics, we 
preached commercial enterprise as unlimited, we permitted 
forestalling and “freezing out,” which in the old Christen- 
dom were crimes. 

The medieval world was very slow in turning serfs or 
servants into peasants. The modern world has been wonder- 
fully quick in turning the peasants back into servants again. 
Monopoly, money without morals, has made nonsense of the 
freedom that you had really gained. 

Every Englishman may express himself, and about five 
millionaires, with all the organs of expression. Parliaments 


rule—and unaudited pontifants rule parliaments. English- 
men were once really more free than anyone else. It is now 
their fault that they are not more controlled than anyone 
else—but by forces anonymous and, therefore, anarchical. 
Monarchy, aristocracy, democracy—responsible forms of 
rule—have collapsed under plutocracy, which is irresponsible 
rule. And this has come upon us because we departed from 
the old morality in three essential points. First, we sup- 
ported notions against known, old customs; secondly, we 
made the state top-heavy with a new and secretive tyranny 
of will; and third, we forgot that there is no faith in free- 
dom witheut faith in free-will. Materialism brings with it 
a servile fatalism—because nothing, as Dante said, else than 
the generosity of God could give to man after all ordinary, 
orderly gifts, the noblest of all things which is liberty. 


Faith and Freedom 


By THE ARCHBISHOP OF YORK, of the Church of England 
Broadcast over British Broadcasting System, May 30, 1935 


profound modification. The fruits of scientific dis- 

covery have rendered both possible and necessary a 
degree of organisation, at least in the economic sphere, of 
which our grandfathers never dreamt, and which they would 
have furiously resented. We have found that mass produc- 
tion without plan leads to a situation where what is pro- 
duced cannot be sold because the would-be purchaser has no 
produce of his own to exchange for it. His need may be 
great. If he is unemployed it is very great indeed; but his 
effective demand is negligible. Some advance in planned 
economy is a stark necessity, and no one denies this; the 
only disputes which arise concern the method of the plan 
and the lengths to which it shall be pushed. 

It is not possible at present to plan effectively for man- 
kind as a whole, or even for the totality of civilised man- 
kind. Consequently, it has been inevitable that the need for 
planning should lead to increased activity in the economic 
sphere on the part of the National State. Thus the inevitable 
collectivism of the twentieth century completes from the 
economic side that development of Nationalism which the 
Liberal movement of the nineteenth century had fostered 
on the political side, and to which the War provided an 
irresistible psychological impetus. It is worth while to look 
at this convergence of three great forces upon the single 
result of intensified nationalism; for this constitutes in great 
part the distinctive quality of the World of Today, in rela- 
tion to which we must consider Religious Faith and its 
significance. 

The statesmen who met at Vienna after the Napoleonic 
War did not regard themselves as called upon to pay much 
attention to national aspirations. We can see as we look 
back that then, as now, the political machinery of the world 
was out of date by nearly half-a-century. The American 
War of Independence was a manifestation of Nationalism; 
the French Revolution had given to Nationalism an indirect 
but most powerful impulse; and the rising Germany against 
Napoleon had been inspired by Nationalism pure and simple. 
None the less, it was then possible for statesmen to pay 


N: one has any doubt that civilisation is undergoing 





more attention to the legitimate claims of dynasties than to 
the exigent demands of peoples. At Versailles the balance 
was reversed; there national self-determination was the 
dominant principle. What had effected this change? 

Chiefly it was the advent of democracy. This naturally 
diminished, and indeed ended, the consideration of legitimist 
claims to territory, as if political sovereignty were a form 
of landlordism. But it had a far more profound effect than 
this. The proclamation of the sovereignty of the people led 
undesignedly but inevitably to the question—What people? 
When the populations on different sides of a frontier were 
distinguished not only as residents in different administrative 
areas but as constituents of rival sovereign communities, a 
national self-consciousness was bound to arise in each, and 
this was no less bound to take the form of a consciousness 
of separation from all others. The abstract logic of democ- 
racy may tend towards cosmopolitanism; but the practical 
working of it had, and was bound to have, the psychological 
effect of intensifying nationalism. The individualism of the 
earlier nineteenth century was thus a direct though unwilling 
cause of the exaggerated nationalist sentiment, the race in 
competitive armaments, the catastrophe of the World War. 

The catastrophe itself had the effect of intensifying two 
sentiments which are opposed to each other. In reaction 
from the horrors of war men turned to a deliberate inter- 
nationalism focussed in the League of Nations. This was 
the reflective reaction. But side by side with this was an 
impulsive reaction in the other direction. During the War 
national seif-consciousness was inevitably heightened; and 
the terms of the Peace Treaty, by perpetuating the distinc- 
tion between the victorious and the vanquished Powers, gave 
an added stimulus to this, especially in the nations against 
whom the Treaties imposed differentiation. 


The organ of national activity is the State; heightened 
national self-consciousness inevitably brings a development 
of State action. When to this cause there is added the stark 
necessity for corporate planning in the economic sphere, we 
see how unavoidable in our period of human history is the 
new prominence of the State. 
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This has been enhanced by yet another causal current, 
which also brings to the front a problem which the others 
leave in the background—the extent of the rightful 
sovereignty of the State. For with the development of cen- 
tralisation which the new means of communication have 
made possible, and the growth of planning which mass- 
production has made necessary, it has been natural that the 
State should invade spheres hitherto left to voluntary effort. 
There is indeed as yet no State direction of scientific dis- 
covery or of artistic creation—though in Germany the State 
has imposed an unscientific ethnology as alone orthodox, and 
in Russia has established a Holy Inquisition for the extirpa- 
tion of economic heresy. But in education, in probation and 
in many other spheres the State now undertakes functions 
formerly discharged, if at all, by religious and other agencies. 
In our own country this has as yet produced no direct clash 
between the civic and the ecclesiastical organisations, though 
that is lurking in the perennial problem of Church Schools 
and in the new question concerning the proper background 
of the system of probation. It is unlikely, however, that our 
country will altogether escape the influences that are making 
the twentieth century in some European countries more like 
the sixteenth or seventeenth than the nineteenth, and it is 
well to consider how far those influences should be wel- 
comed, and by what means they may be counterbalanced or 
controlled. If the State becomes an agency directly mould- 
ing character, by what principles is it to be guided in this 
activity, and how far shall it use its immense influence to 
determine the outlook of the rising generation? 


England has a traditional sentiment for liberty. It is 
both deep and sincere, even when it is unimaginative, as 
it is in those who join with equal ardour in singing that 
Britons never shall be slaves and in resisting movements 
towards the economic emancipation of the largest class of 
Britons. Bishop Creighton, with his uncanny insight, indi- 
cated the most sensitive point in the English love of liberty. 
“Englishmen,” he said, “have always been more concerned 
with saying what they would than in being or doing what 
they would.” This passionate iove of free speech, in what- 
ever psychological complication it is grounded, involves prac- 
tical consequences of the highest importance. First, it in- 
volves tolerance of a diversity of opinions; secondly, it 
secures criticism of the established order; thirdly, it safe- 
guards freedom of such thought as an Englishman may care 
to indulge in before he speaks his mind. The first two are 
of high political value; the last is of priceless spiritual value, 
for freedom of thought is the essential mark of man as other 
than a machine or an animal. 


But freedom is threatened. We have referred to its 
eclipse in many European countries. What has there taken 
political form is a universal tendency of contemporary civili- 
sation. The segregation of social classes from one another, 
the herding together of like with like, the supply of instruc- 
tion or entertainment by film and wireless; all these and 
many other influences make for standardisation of the mind 
in well-defined types. The individual is less thrown upon 
his own resources and therefore may be less stimulated to 
find out what they are. Even where the State does not sup- 
press individual freedom of thought the pressures of modern 
life tend to squeeze it out. Freedom, our traditional treas- 
ure, is threatened. How may it be saved? 





Indeed, are we sure that it ought to be saved? For in 
the European movements which have deliberately obliterated 
it there is much of fine idealism, against which some claims 
to liberty look poor and tawdry. Are we sure that we have 
more admiration for the young man who is set on living 
his own life in his own way than for the young Communist 
or the young Nazi who is thankful that he is caught in the 
sweep of a great movement promising a glorious future for 
mankind or for his country, and is so saved from the petti- 
ness of personal ambitions or preferences? Some distinc- 
tions must be drawn before we can answer that question. 

There are two possible roots of Liberty; the one is 
human selfhood, the other is divine sonship. In every human 
being there is an individuality which is quite unique and 
demands opportunity to express itself. So far as any politi- 
cal constitution, democratic or other, rests upon a claim to 
individual rights, it is rooted in this principle. It is a prin- 
ciple to be treated with respect, because it represents great 
and explosive forces which may wreck a political structure 
that makes no allowance for them. But it is not a principle 
entitled to reverence, for it is merely one form of selfishness, 
possibly innocent, probably noxious, and certainly devoid of 
virtue. If this principle—freedom rooted in the selfhood of 
the individual—obtains a complete predominance, the result 
will be that form of democracy which Plato describes in the 
eighth book of the Republic as the worst but one of all 
political perversions, the worst of all being the tyrannical 
State to which it gives birth as the corrective of its own 
licentious anarchy. Where democracy is successful it is either 
because the State has the allegiance of a sufficiency of citizens 
whose love of liberty springs from the other root—divine 
sonship—or else because political experience has taught its 
lesson, and individual self-expression is not so emphasised as 
to render impossible all effective co-operation. History, and 
not ancient history alone, holds record of democratic consti- 
tutions which have failed and have been abolished because in 
the eagerness of self-expression men refused to make the 
adjustments necessary for combination. If, for example, 
the self-assertiveness of men is such that they cannot sink 
their differences to the extent necessary to the formation of 
powerful parties, Parliamentary Government is impossible. 
If, instead of two or three great parties, there is a multitude 
of groups perpetually forming fresh combinations, it is likely 
that the Executive will find five out of six of its projects 
defeated and the State will suffer paralysis; then the taunt 
is justified that democracy leads to endless talk and no action. 

No doubt a long experience may provide a partial cure 
for this evil, and selfishness combined with wisdom becomes 
aware that it can only achieve any portion of its aims so 
long as it will practise moderation and not challenge the 
self-interest of everybody else. So, too, whole sections of 
society may become aware that they can only serve their 
own interest by ceasing to attend to what divides them in 
either opinion or ambition, and concentrating all energy on 
what promotes their common interest even at the cost of 
some individual sacrifices. Enlightened selfishness makes 
for a certain measure of co-operation—namely, the co-opera- 
tion of those whose selfish interests are either identical or 
supplementary to each other. And we can all see that actual 
democracies, and other political constitutions designed to 
protect liberty, rest in large measure on this foundation. 
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It is part of the truth about them though not the whole, 
that they rest upon self-assertiveness in individuals or in 
social classes, and derive their working energy from the self- 
centred aspirations or ambitions of individuals and classes. 
This is a true account of our own political structure so far 
as Conservatism find its main strength in those who have 
substantial possessions to conserve, and Socialism in those 
who have few or none. This is by no means the whole 
account of the actual Conservative and Socialist parties in 
our country; each calls also upon a fund of genuine idealism ; 
but it is part of the truth. ‘That is no criticism of the 
parties or their leaders; it is merely a factor in the situation 
of which wise men must take note. Idealism itself will 
always fail if it ignores the psychological facts with which 
it has to deal. It is perfectly possible to alter human nature, 
at least in its habits of action, but only by first recognising 
what in fact those habits are. 


There is, however, another root of liberty; it is the 
principle of divine sonship. The man who believes himself 
to be a child of God can never allow that any earthly 
authority has an absolute claim to his allegiance or loyalty. 
His first duty is to God, and if it seems to him that this 
duty requires disobedience to earthly rulers, he will not hesi- 
tate. He must obey God rather than man. This duty will 
be most evident in the specifically religious sphere. The 
modern State was until lately tolerant in the matter of wor- 
ship. But it was not always so, and it is not so everywhere 
today. Historically, the development of liberty, even in its 
purely political form, has been largely due to the courageous 
adherents of persecuted sects, who persevered in offering wor- 
ship according to their consciences until the State desisted 
from molesting them because it found that was dealing with 
forces greater than its own. Thus it came about that Cal- 
vinists and Jesuits who had no belief in liberty as a principle 
were yet its champions in practice because they set a limit 
to the omni-competence of the State in the right of all men 
to worship God according to their consciences. It is impos- 
sible to exaggerate the debt of freedom to the Protestants of 
Holland in the sixteenth century, or to the English Non- 
conformists—both Roman Catholic and Puritan—in the 
seventeenth. 


But though liberty of worship is the first result of the 
principle of divine sonship it is not the only one. For wor- 
ship cannot be divorced from life without itself languishing. 
Special times for worship and gatherings for worship are 
almost futile unless they are opportunities for concentrated 
attention upon what gives direction to life and power to 
follow that direction. But if so, then liberty of worship 
necessarily involves for a Christian liberty to think and 
speak and act in such matters as those affecting the treat- 
ment of the poor, or peace and war. A liberty to pray 
that God’s will may be done becomes a mockery if it is ac- 
companied by a prohibition to do it. The believer in God, 
therefore, in claiming liberty to worship God according to 
his conscience is also claiming liberty to resist the State 
when either his conscience condemns the action of the State 
or the State demands of him some action which his conscience 
condemns. 

While religious faith is in this sense and to this extent 
a principle of possible rebellion, it is never, like human 
self-centredness, a principle destructive of society itself. If 







‘a man claims liberty, not to express himself or promote his 
own interest, but to serve God, two results will follow; 
first, he will recognise that all men are entitled to the same 
respect as regards their personality as himself; and, secondly, 
he will be more eager to resist the oppression of others than 
of himself. For in himself he will have the consciousness 
of a fellowship with God which makes him relatively indif- 
ferent to the outrages of others upon him; he will say with 
the Psalmist, “I have put my trust in God; I will not fear 
what man can do unto me.” But when he sees others denied 
the liberty that belongs of right to the children of God, he 
cannot presume that they have this consciousness in full 
measure; and even if they have, it is one thing for a man 
to acquiesce in the refusal of his own rights and quite an- 
other thing for him to acquiesce in refusal of the rights of 
others. The love of freedom, therefore, which springs from 
the principle of divine sonship will appear chiefly in demands 
for the emancipation of others—as in the abolition of slavery 
—rather than in demands for the concession of fuller free- 
dom to those who make the demands. 


More important still is the other point mentioned above, 
namely that the principle of divine sonship is a root not 
only of freedom but also of fellowship. It confers upon the 
individual an incomparable dignity of status, but in doing 
so it also commits him to the life of fellowship in the divine 
family, because he must recognise that every claim which 
he makes for himself is valid also for all other men in 
virtue of their humanity. Consequently, though this prin- 
ciple may inspire revolt against an oppressive system of gov- 
ernment, it can never inspire any attack upon society itself; 
it is a principle of union, not of division—not of sectional 
demand, but of “joy in widest commonality spread.” 


Up to this point we have been considering the effect of 
the two types of liberty, grounded as they are in different 
principles, upon the attitude of the individual to the com- 
munity. The liberty that is rooted in human selfhood ex- 
presses itself in claims made upon the community or in 
self-assertion against it, while the liberty that is rooted in 
divine sonship expresses itself in free fellowship and aspira- 
tion to service. Mazzini used to urge his followers with 
passion to see to it that the democracy which they sought 
to establish was based on duties rather than on rights. The 
distinction is much the same in effect as that with which we 
have been concerned, but we have been considering how this 
manifestly desirable end can be achieved. 

We turn now to the other side of the question—the rela- 
tion of the community as a whole, and of the State as its 
organ, to the two kinds of liberty. It is evident from what 
has been said that it is likely to find the self-assertive form 
of liberty a hindrance to its own effectiveness, whereas it 
will as a rule be able to welcome the religiously grounded 
type as an ally. But there are narrow limits to the applica- 
bility of these reflections. For the community consists of 
its members, and unless it allows to them a considerable 
measure of self-expression it impoverishes its own life, so 
that even though self-assertive liberty may be a nuisance, 
it can never be prudent to suppress it more than is necessary 
in the interests of order; and it is always possible for the 
State to argue that its restrictive action taken in the interest 
of order is really a service also to liberty, for the liberty of 
any one of us to walk down the street is secured by the 
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action of the State in curtailing by deterrent penalties the 
freedom of our neighbours to assault us as we do so. Conse- 
quently we must not infer that the vexation which self- 
assertive liberty is liable to cause to authority will in fact 
induce authority to curtail that liberty very seriously. 

On the other hand, the liberty which is rooted in divine 
sonship, though normally an ally of duly constituted author- 
ity, and always a support to the essential principle of society, 
will become the most implacable and the most irrepressible 
enemy of authority if this interferes with the springs of free 
human action in the life of the spirit itself. Calvinist fol- 
lowers of William the Silent in Holland, Covenanters in 
Scotland, and in our own time the pastors of the “Con- 
fessional” Church in Germany, have given examples of this 
principle. It is true that those who have suffered for free- 
dom of conscience have by no means always conceded it to 
their opponents in the day of their own power. But this 
does not alter the quality of the resistance which they have 
offered, and are offering now, to attempts on the part of the 
civic authority to dictate to men’s consciences in the spiritual 
sphere. As the State will if it is prudent not go far in 
repression of self-assertive liberty, so also if it is prudent it 
will not go far in assuming the pliability or the subservience 
of that religiously grounded liberty which is normally its 
ally. 

But these are only prudential considerations; there are 
others far more profound which call for attention. For the 
appropriate attitude of the State to its citizens must largely 
be determined by the question what is the true destiny of 
those citizens and the source of their value. If the citizen 
as he confronts the State is merely an episode in the passing 
stream of the generations, if he is rooted only in transient 
history, then both in duration and in significance the State 
vastly surpasses him, and indeed his value is nothing more 
nor less than his value to the State or to the community. 
The State in dealing with him need consider no interest but 
its own. His welfare is a part of the welfare of the State, 
and to that extent the State will regard it; but his welfare 
is so infinitesimal a fraction of the interest of the State that 
regard for it will not appreciably affect the action of the 
State. 

On the other hand, if each several man is a child of 
God, created for eternal fellowship with his heavenly Father, 
the State is called upon to treat him according to that dig- 
nity and in preparation for that destiny. All temporal 
interests—the State’s especial concern—are thén recognised 
to be of secondary importance; the true ends of life are such 
as the State may facilitate but can never create. Plato held 
that no one should be permitted to govern unless he was 
unwilling to do so. The immediate object of this prohibi- 
tion was to avoid the abuse of political power for selfish 
ends. But we can see in it—and Plato helps us to see this— 
a deeper principle. It is not absurd to suppose that we are 
in this country comparatively successful in the handling of 
our political problems precisely because we never for any 
long time at once take politics quite seriously. Foreign 
visitors are sometimes startled to see posters announcing 
“England’s downfall” and to find that this refers to the 
fact that a cricket team representing the Marylebone Cricket 
Club has been compelled to “follow on.” No doubt we show 
a lack of proportion. But when all is said, cricket belongs 





in one true sense to a higher category than politics, for it 
is, like every game, an end in itself, whereas politics, as 
the term is commonly understood, are concerned with means 
to ends. The game may be a very unimportant end; and 
the political question of the hour may concern the means to 
very important ends. The policy of this country towards 
India certainly matters more than any Test Match; yet the 
Test Match has in itself all the importance that belongs 
to it at all, whereas the importance of our Indian policy 
lies not in itself but in its results. The really good things 
of life—religions, friendship, art, science, sport—these things 
are mainly independent of politics; they are activities of the 
free spirit of man; and those peoples—even those statesmen 
—will most wisely handle their political perplexities who 
know that the real goods of life lie in this extra-political 
region, for which politicians should be mainly concerned to 
secure and to widen the boundaries. But among all these 
true ends in life, it is religion alone which has the grandeur 
of range and quality to compel the political interest to con- 
fession of its subordination. 


The State which thus recognises in its citizens a dignity 
superior to its own must of necessity recognise also its obliga- 
tion to serve that God Who confers this dignity upon them. 
It is not in themselves but in their relationship to Him that 
they are greater than the State; consequently the State can 
only recognise that quality in them so far as it acknowledges 
God and His universal sovereignty. This will lead it to act 
by the conviction that mankind is one family, and to join in 
giving expression to that belief so far as opportunities pre- 
sent themselves. In our time, for example, it will involve 
that diminution of the nation’s complete external sovereignty 
which consists in abandonment of the claim to be judge in its 
own cause—a claim which cannot successfully be advanced 
by more than one party to any dispute. The policy which 
is described in the phrase “pooled security” is, so far as it 
goes, congruous with the belief that all nations are members 
of one family—the family of God. In political discussion 
it is wise to use political phrases; and “pooled security” is 
one that has the political advantage of indicating self- 
interest as well as true idealism. But the ideal must be 
recognised and accepted—the ideal of equal justice admin- 
istered through agencies representative, so far as may be, of 
the general welfare. 


I have spoken in a manner that almost attributes per- 
sonality to the State; I have spoken of the State recognizing 
this and accepting that. In practice, of course, the State 
is a number of gentlemen, very capable and high-principled, 
but rather weary and bewildered—some of them politicians 
and some of them civil servants. We owe them an incal- 
culable debt; they are bearing our burden. But when we 
say that the State should recognize this or accept that, we 
are demanding this recognition and acceptance of ordinary 
flesh and blood in the persons of men who have not even 
the advantage of being able to think and speak with indi- 
vidual independence; for they are representatives. It is 
their duty—not only their interest, but their duty—to con- 
sider what seems to themselves to be wisest and also what 
public opinion, which is ourselves, will tolerate or demand. 
Consequently it is not chiefly in the political arena that the 
conflict must be waged which will determine the great ques- 
tion whether or not the State shall recognise the supreme 
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sovereignty of God and the right to freedom inherent in 
all men as His children. Where the citizens effectively be- 
lieve in God, the State will acknowledge Him. 

Such effective belief must not be a matter of opinion 
only. To some people it seems almost absurd to suppose 
that very much really depends on the presence or absence 
of belief. Belief seems to them a private concern of each 
individual, which can have no vital consequence. And if 
belief is only opinion, that is true. If, when a man says 
that he believes in God, what he means is that, not having 
given much thought to the matter, he is inclined to suppose 
that there probably exists a Being who may not inappro- 
priately be called God—then truly it does not matter 
whether in that sense he believes or not; indeed from the 
religious standpoint it is better that he should not, for then 
he will be free from self-deceit and open to receive a living 
faith if the right appeal to call it forth should reach him. 
But if what a man means by belief in God is that he lives, 
or even tries to live, by actual trust in God, the Father of 
all men, whose character is that of Jesus Christ, it becomes 
absurd to ask what difference this will make, for it must 
obviously make a vital difference to every relationship in 
life, not least to political relationships. 

We have drifted away from any such dominating and 
pervading faith, even if as a people we have ever pos- 
sessed it, or rather been possessed by it. The result is that 
to be a Christian is now often understood as meaning to 
show the amiable kindliness which treats all men as they 
like to be treated. But the Christian is before all else one 
who believes in God and for whom his relationship to God 
through Christ is the primary fact of existence. Conse- 
quently for him the initial requirement is a personal integ- 
rity, which is in him another aspect of humility, because 
both are grounded in an absence of self-concern and con- 
centration upon God. ‘Thus he has in his own person an 
inalieniable freedom; he is independent of neighbours and 
circumstance, because he is rooted and grounded in God. 
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But God is Love. Consequently this independence is not 
detachment or aloofness, but expresses itself in service freely 
offered to those whom he recognises as equally with himself 
children of God. This service will not be a concern for 
their whims or fancies; it would be an insult to a denizen 
of eternity to pay much heed to these; it will be service 
rendered to that true image of God in them by which they 
are linked to himself. So there springs up the frankness 
that always exists among those who are truly free. 

To me it seems that in the matter of social honesty 
a wholly false standard is widely accepted, and this is un- 
dermining both personal and social integrity. To avoid 
causing unpleasantness has been exalted into a primary ob- 
ligation; no moral standard, it seems, is to be maintained 
against a really eager desire to ignore it; any falsehood 
may be spoken rather than a displeasing truth; fundamental 
convictions must be lightly regarded if some acquaintance 
holds different and incompatible convictions. ‘This frame 
of mind find its fullest expression in the monstrous con- 
vention that, if it is decided that a marriage is to be dis- 
solved, the husband should falsely pose as the “guilty” 
partner. But what is so obvious to any conscience grounded 
in the fear of God may be imperceptible to an age which 
prefers convenience to integrity, and, so far as it forms moral 
judgments, adapts them to the degree of zsthetic disgust 
occasioned by the offence. 

A people with such an outlook may clamour for free- 
dom in the sense of liberty of self-expression, but this will 
not be an impulse strong enough to resist the pressures of 
the modern world that are tending to crush out the liberty 
of mere individuality. After all, if the self when expressed 
calls forth no admiration, why should anyone care to pre- 
serve its freedom of expression? ‘The liberty that rests on 
selfhood and self-assertiveness is doomed, and justly doomed. 
It may perish by petering out; it may perish by first destroy- 
ing the social order which is necessary to it; it may perish 
through the uprising of a new generation determined to 
have done with its pettiness. The freedom which Mus- 
solini wiped out in Italy was deeply corrupt; the freedom 
which Hitler obliterated in Germany was so incapable of 
fellowship that in the multitude of political parties always 
forming new combinations executive action was paralysed. 
Where freedom has no deeper root than the personalities 
of the citizens it will perish and justly perish. But where 
freedom is lost, much of what is best in life departs with 
it; and it can have a deeper root. Our own country learnt 
the principles of freedom in the State from the represen- 
tative system of the Church, and the history of liberty with 
us has been almost continuous. Where freedom springs 
not only from the individuality of men, but from that in- 
dependence which is an aspect of their conscious dependence 
upon God, there it will not perish because its foundation 
is superior to circumstance; nor will it deserve to perish, 
for it will always unite rather than divide and create not 
faction but true commonwealth. 

In the period before us, faith and freedom must stand 
or fall together; for it is only faith in God that can make 
the world safe for freedom or freedom safe for the world. 
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